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,ZLOOH[DPLQH.DQW¶VDUJXPHQWWKDW DVDQHFHVVDU\FRQGLWLRQRISRVVLEOH
H[SHULHQFHRIWKHFRQVWDQWO\FKDQJLQJSK\VLFDOZRUOGWKHUHPXVWEHVRPHWKLQJZKLFK LV
DOZD\VLQH[LVWHQFHRIZKLFKDOOVXEVWDQFHVDQGFKDQJHVDUHPHUHO\GHWHUPLQDWLRQV,ZLOO
ILUVWH[DPLQH.DQW¶VZULWLQJVRQVXEVWDQFH LQWKHILUVWDQDORJ\RI H[SHULHQFHIURPWKH
&ULWLTXHRI3XUH5HDVRQ,ZLOOWKHQH[DPLQHLQWHUDFWLRQLQWKHWKLUGDQDORJ\WKH
0HWDSK\VLFDO)RXQGDWLRQVRI1DWXUDO6FLHQFHDQG3K\VLFDO*HRJUDSK\7KHQ,ZLOO
H[DPLQH.DQW¶VFRQFHSWLRQRIHWKHULQ2SXV3RVWXPXPVKRZLQJWKDWLW VKRXOGEH
XQGHUVWRRGDVWKHDOZD\VSHUVLVWLQJPDWHULDOWKDW.DQWKDVLQPLQGZKHQKHZULWHVDERXW
VXEVWDQFHDQGLQWHUDFWLRQ([SDQGLQJRQKLVFRQFHSWLRQVRIVXEVWDQFHDQGFRPPXQLW\LQ
WKH&ULWLTXHRI3XUH5HDVRQ,ZLOODUJXHWKDW.DQW¶VHWKHUSURRIVDUHDQHFHVVDU\DGGLWLRQ
WRKLV$QDORJLHVRI([SHULHQFHLQWKH&ULWLTXHRI3XUH5HDVRQ
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7KLVWKHVLVZRXOGQRWKDYHEHHQSRVVLEOHZLWKRXWWKHFRQWLQXRXVVXSSRUWIURPP\
VXSHUYLVRU6XPD5DMLYD,DPH[FHHGLQJO\JUDWHIXOIRUKHULQVLJKWIXOFRPPHQWV
FULWLFLVPVDQGVXJJHVWLRQVDVVKHOHGPHWKURXJKWKHKLVWRU\RI.DQWVFKRODUVKLS$ERYH
DOO,WKDQN6XPDIRUWHDFKLQJPHWRKDYHSDWLHQFHZLWKP\VHOI,ZRXOGDOVROLNHWR
DFNQRZOHGJH6FRWW-RKQVWRQIRUWKHHQFRXUDJHPHQWDQGORQJGLVFXVVLRQVDVKHLQWURGXFHG
PHWRWKHSURFHVVRISXEOLVKLQJDFDGHPLFZRUN,DP WKDQNIXOIRU DOOWKHRWKHUSKLORVRSK\
SURIHVVRUVDW0HPRULDO8QLYHUVLW\HVSHFLDOO\LQWKHFRQWH[WRIWKLVWKHVLV:DOWHU
2NVKHYVN\DQG-RsO0DGRUHZKRKDYHRSHQHGP\H\HVWR.DQWEH\RQGWKH&ULWLTXHV
,DPLQGHEWHGWRWKH+HDVOLSIDPLO\DQGWKH6RFLDO6FLHQFHV5HVHDUFK&RXQFLORI
&DQDGDIRUDZDUGLQJPHZLWKWKHVFKRODUVKLSVWKDWJDYHPHWKHILQDQFLDOIUHHGRPWR
VWXG\SKLORVRSK\ERWKDVD%DFKHORUDQG0DVWHURI$UWV,DOVRZLVKWRWKDQNWKH6FKRRO
RI*UDGXDWH6WXGLHVDQG'HSDUWPHQWRI3KLORVRSK\IRUWKHJUDGXDWHDVVLVWDQWVKLSVDQG
WUDYHOJUDQWVZKLFKKDYHDOORZHGPHWRIXOO\H[SHULHQFHOLIHDVDJUDGXDWHVWXGHQW
0DQ\WKDQNVDUHGXHWRWKH-RFNH\&OXEFRPPXQLW\IRUSURYLGLQJPHZLWKDQ
LQIRUPDOVHWWLQJWRH[SORUHQHZLGHDV6SHFLDOWKDQNVDUHRYHUGXHWR0DU\ *HUPDLQHIRU
DFFRPSDQ\LQJPHWRRXUILUVWSKLORVRSK\PL[HUDQGIRUWKHUHVXOWLQJ\HDUVRIIULHQGVKLS
DQGSKLORVRSKLFDOGLVFXVVLRQ'RURWHMDýXSNRYLü DQG.\OD%UXII DUHDOVRGHVHUYLQJRI
VSHFLDOPHQWLRQDVWKHLUODWHQLJKWPHVVDJHVFRQWLQXHWRKHOS PHRYHUFRPHWKHLVRODWLRQ
RIDORQJ WHUPUHVHDUFKSURMHFW
,DOVRZLVKWRH[SUHVVP\JUDWLWXGH WRP\IDPLO\IRUOHDUQLQJDELWDERXW.DQW
ZKLOH,ZDVOHDUQLQJ DORWDERXW.DQW)LQDOO\,ZRXOGOLNHWRUHFRJQL]HWKHLPPHDVXUDEOH
FRPSDVVLRQ,KDYHUHFHLYHGIURP$QG\ /LOO\7KLVWKHVLVZRXOGQHYHUKDYHFRPHWR
FRPSOHWLRQZLWKRXWKLVZLVGRPDQGHQFRXUDJHPHQW
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2SXV3RVWXPXP 23
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,PPDQXHO.DQWGHVFULEHVH[SHULHQFHDV³WKHVXPWRWDORIDOODSSHDUDQFHV´&35
%([SODLQLQJWKDWWKHVWDJHIRUDOORXUH[SHULHQFHVLVWKHZRUOG.DQWFODLPVWKDWWKH
ILUVWSDUWRINQRZOHGJHRIWKHZRUOGLVWKHSK\VLFDOGHVFULSWLRQRIWKH(DUWK ([SHULHQFH
WR.DQWLVFKDUDFWHUL]HGE\LWVXQLW\ZKROHQHVVRUV\VWHPDWLFLW\DQG.DQWH[SODLQVWKDW
WKHUHFDQRQO\EHRQHH[SHULHQFH:KHQZHVSHDNRIPRUHWKDQRQHH[SHULHQFHZHPHDQ
SHUFHSWLRQV ZLWKLQRQHH[SHULHQFH7R.DQWH[SHULHQFHLVDPRQJWKH³EUDQFKHVRI
NQRZOHGJHWKDWSURGXFHDQXQGHUVWDQGLQJRIFRQQHFWLRQV´3* 
.DQWH[SODLQVLQ3K\VLFDO*HRJUDSK\WKDWVRPHRQHZKR KDVWUDYHOOHGZLGHO\KDV
VHHQWKHZRUOGEXWWKDWWKHSHUVRQ¶VNQRZOHGJHRIWKHZRUOGUHTXLUHVPRUHWKDQ
SHUFHSWLRQVRISDUWVRIWKH(DUWK +H DUJXHVWKDWNQRZOHGJHRULJLQDWHVZLWKWKHVHQVHV
DQGUHDVRQJLYHVDIRUPWRWKHPDWHULDOJLYHQWRXVE\RXUVHQVHVPHDQLQJWKDW
NQRZOHGJHRIWKHZRUOGFDQEHSURGXFHGGHVSLWHWKHOLPLWDWLRQRIKXPDQVEHLQJXQDEOHWR
KDYHDSHUFHSWLRQRIWKHJHRJUDSKLFDOV\VWHPDVDZKROH
7R.DQWH[SHULHQFHLVNQRZOHGJHZKLFK LVDWWDLQHGWKURXJKWKHXQLW\DQG
FRQQHFWLRQRISHUFHSWLRQV,QKLVYLHZ³LQWKHVWULFWHVWVHQVHWKHUHDUHQRH[SHULHQFHV
RQO\SHUFHSWLRQVZKLFKWDNHQWRJHWKHUFRQVWLWXWHH[SHULHQFH´3* 7R.DQW
RXUNQRZOHGJHLVDV\VWHPQRWDQDJJUHJDWHDQG³ZHQHHGWREHFRPHDFTXDLQWHGZLWKWKH
REMHFWVRIRXUH[SHULHQFHDVDZKROH´3* 7KHXQLW\RIDSSHUFHSWLRQ LVQRWD
 6HH ,PPDQXHO.DQW3K\VLFDO*HRJUDSK\LQ1DWXUDO6FLHQFHHG(ULF:DWNLQV1HZ<RUN
&DPEULGJH8QLYHUVLW\3UHVV
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
QHFHVVDU\FRQGLWLRQIRULQGLYLGXDOSHUFHSWLRQVWRRFFXUEXWRXUH[SHULHQFHRIVXFFHVVLRQ
VLPXOWDQHLW\DQGDQ\FKDQJHVLQREMHFWVUHOLHVRQWKHXQLW\RIDSSHUFHSWLRQ
,QWKHILUVWDQDORJ\RIWKH&ULWLTXHRI3XUH5HDVRQ.DQWH[DPLQHVRXUH[SHULHQFH
RIDOWHUDWLRQLQWKHFRQVWDQWO\FKDQJLQJZRUOGRIDSSHDUDQFHV([SODLQLQJWKDWVRPHWKLQJ
SHUPDQHQWPXVWXQGHUOLHWKHFRQWLQXRXVFKDQJHRIWKHHPSLULFDOZRUOG.DQWDWWHPSWVWR
GHPRQVWUDWHWKHQHFHVVLW\RIVRPHWKLQJRUWKLQJVZKLFKDUHDEVROXWHO\SHUVLVWHQW
VHPSLWHUQDODQGRPQLSUHVHQW:LWKRXWVRPHSHUVLVWLQJWKLQJHYHU\WKLQJZRXOGEHLQ
FRQVWDQWIOX[DQGZHFRXOGQRWEHDZDUHRIVXFFHVVLRQRUVLPXOWDQHLW\:H³ZRXOGKDYH
WRVWDUWHQWLUHO\RYHUZLWKHYHU\QHZREMHFWZLWKRXWWKHSUHYLRXVRQHEHLQJLQWKHOHDVW
FRQQHFWHGRUEHLQJDEOHWRVWDQGLQDWHPSRUDOUHODWLRQZLWKLW´ &35$%,QWKH
ILUVWDQDORJ\.DQWH[SODLQVWKDWZHFDQQRWSHUFHLYHVRPHWKLQJFRPLQJWRH[LVWRUFHDVLQJ
WRH[LVWDEVROXWHO\:KHQVRPHWKLQJVHHPVWRKDYHFRPHRUFHDVHGWRH[LVWRQHLV
SHUFHLYLQJDGHWHUPLQDWLRQRIVRPHWKLQJZKLFKSHUVLVWV.DQWSURSRVHVWKHLGHDRI
VXEVWDQFHDVWKDWZKLFKXQGHUOLHVWKHFRQVWDQWFKDQJHV
+RZHYHULWLVXQFOHDUZKDW.DQWPHDQVZKHQKHXVHVWKHZRUGVXEVWDQFH
6RPHWLPHVLWVHHPVOLNHPDQ\VXEVWDQFHVFRXOGHQGXUHUHODWLYHO\ZKLOHDWRWKHUWLPHVLW
VHHPVDVWKRXJKRQHDEVROXWHO\SHUPDQHQWXQLYHUVDOVXEVWDQFHXQGHUO\LQJDOOFKDQJHVLV
UHTXLUHG%U\DQ+DOOQRWLFHVDGLOHPPDWKDW DULVHVIURPRSSRVLQJFRQFHSWLRQVRI
VXEVWDQFHLIVXEVWDQFHPHUHO\UHIHUVWRDQRPQLSUHVHQWDQGVHPSLWHUQDOVXEVWDQFH
RUGLQDU\REMHFWVDQGWKHLUDOWHUDWLRQVFRXOGQRWEHLQGLYLGXDWHG+RZHYHULIWKHFDWHJRU\
RIVXEVWDQFHDSSOLHVPHUHO\WRRUGLQDU\HPSLULFDOREMHFWVWKHQDV+DOOZULWHV³DOWKRXJK
RQHFRXOGLQGLYLGXDWHWKHVHVXEVWDQFHVDQGH[SHULHQFHWKHLUDOWHUDWLRQVWKHFDWHJRU\
ZRXOGQRWSLFNRXWDFRPPRQVSDWLRWHPSRUDOIUDPHZRUNIRUWKHVHH[SHULHQFHV´ ,WLV
XQFOHDULQWKHILUVWDQDORJ\ZKHWKHUWKH FDWHJRU\RIVXEVWDQFHDOZD\VUHIHUVWRDQ
RPQLSUHVHQWDQGVHPSLWHUQDOVXEVWDQFHRUZKHWKHUWKHFDWHJRU\RIVXEVWDQFHFDQDOVR
DSSO\WRRUGLQDU\UHODWLYHO\SHUVLVWLQJHPSLULFDOREMHFWV,QP\H[DPLQDWLRQRIWKHILUVW
DQDORJ\,ZLOOGLVWLQJXLVKEHWZHHQWZRGLIIHUHQWXQGHUVWDQGLQJVRIVXEVWDQFHDQGZLOO
VKRZLQFKDSWHURQHWKDW.DQWLVDEOHWRVLPXOWDQHRXVO\DUJXHIRUWKHH[LVWHQFHRIERWK
W\SHVRIVXEVWDQFH
,QFKDSWHUWZR,ZLOOPRYHRQWRWKHVHFRQGDQGWKLUGDQDORJLHVRIH[SHULHQFH
ZKLFKIRFXVRQVXFFHVVLRQDQGVLPXOWDQHLW\,QVHFRQGDQDORJ\.DQWDUJXHVWKDW
FDXVDOLW\SOD\VDFUXFLDOUROHLQRXUH[SHULHQFHRIVXFFHVVLRQ,QKLVGLVFXVVLRQRIFDXVH
DQGHIIHFWLQWKHVHFRQGDQDORJ\KHLQFOXGHVDQH[DPSOHRIDFDXVHEHLQJVLPXOWDQHRXV
ZLWKDQHIIHFW7KHWKLUGDQDORJ\H[SDQGVRQWKHLGHD RIVLPXOWDQHRXVFDXVDOLW\DQG.DQW
SURSRVHVWKHLGHDWKDWDOOVLPXOWDQHRXVREMHFWVDUHLQUHODWLRQVRIPXWXDOLQWHUDFWLRQHDFK
FDXVLQJGHWHUPLQDWLRQVLQDOORWKHUV6LQFHVLPXOWDQHLW\VHHPVWREHFRYHUHGLQWKHVHFRQG
DQDORJ\PDQ\.DQWVFKRODUVKDYHGLVPLVVHGWKHWKLUGDQDORJ\DVUHGXQGDQW+RZHYHU,
ZLOODUJXHWKDWZKLOHWKHWKLUGDQDORJ\¶VGLVFXVVLRQRIPXWXDOLQWHUDFWLRQLVUHODWHGWRWKH
VHFRQGDQDORJ\¶VGLVFXVVLRQRIFDXVHDQGHIIHFWLWLVZURQJWRDVVXPHWKDW.DQW¶VWKLUG
DQDORJ\LVDQHJOLJLEOH SDUWRIWKH&ULWLTXHRI3XUH5HDVRQ
,QWKHWKLUGDQDORJ\.DQWGHVFULEHVDVLWXDWLRQRIWKRURXJKJRLQJLQWHUDFWLRQ
WKURXJKRXWWKHHQWLUHFRVPRV.DQWDUJXHVWKDWZHFDQRQO\GHWHUPLQHWKHH[LVWHQFHRI
 %U\DQ+DOO³$'LOHPPDIRU.DQW¶V7KHRU\RI6XEVWDQFH´%ULWLVK-RXUQDOIRUWKH+LVWRU\RI
3KLORVRSK\ QR
SK\VLFDOREMHFWVLQGLIIHUHQWSRVLWLRQVRIHPSLULFDOO\SHUFHLYHGVSDFHLIZHFDQSRVLW
G\QDPLFDOLQWHUDFWLRQVEHWZHHQSK\VLFDOREMHFWV$OWKRXJKKHLQVLVWVWKDWKHLVQRW
UHIXWLQJHPSW\VSDFH.DQWH[SODLQVWKDWHPSW\VSDFHLVQRWDSHUFHLYDEOHREMHFWDQGLV
WKHUHIRUH³KDUGO\DQREMHFWIRURXUSRVVLEOHH[SHULHQFH´&35$%7KHUHIRUH
.DQWDUJXHVWKDWSHUFHSWLRQVRIDSSHDUDQFHVLQVSDFHPXVWQRWEHEURNHQRIIDQGPXVWEH
LQUHODWLRQVRIUHFLSURFDOFRPPXQLW\
+RZHYHUH[DPLQLQJWKHLQWHUDFWLRQEHWZHHQGLVWDQWREMHFWVVXFKDVWKH(DUWKDQG
WKHRWKHUKHDYHQO\ERGLHV.DQWLVXQFOHDUDERXWZKDWLWPHDQVIRUDOOVXEVWDQFHVWREHLQ
FRPPXQLW\+HUHPDUNVWKDWFRPPXQLW\FRXOGEHHLWKHULPPHGLDWHRUPHGLDWH7R
GLVWLQJXLVKEHWZHHQWKHWZRW\SHVRILQWHUDFWLRQ,ZLOOORRNWR:DWNLQV¶GLVWLQFWLRQ
EHWZHHQZHDN DQGVWURQJWKRURXJKJRLQJLQWHUDFWLRQ$V,ZLOOVKRZLQP\VHFRQG
FKDSWHUDZHDNLQWHUSUHWDWLRQRIWKRURXJKJRLQJLQWHUDFWLRQFRXOGVLPSO\LQYROYH
LQWHUDFWLRQRUFRPPXQLW\PHGLDWHGWKURXJKRXUSHUFHSWLRQRIVLPXOWDQHRXVREMHFWV$
ZHDNLQWHUSUHWDWLRQLVFRQVLVWHQWZLWKWKHDUJXPHQWVRIWKHDQDORJLHV+RZHYHUDV.DQW
KLQWVLQWKH&ULWLTXHRI3XUH5HDVRQDQGPDNHVFOHDULQRWKHUZRUNVVXFKDVWKH
0HWDSK\VLFDO)RXQGDWLRQVRI1DWXUDO6FLHQFH2SXV3RVWXPXPDQGWKH3K\VLFDO
*HRJUDSK\,ZLOODUJXHWKDWKHKLPVHOISUHIHUVDVWURQJHULQWHUSUHWDWLRQRIWKRURXJKJRLQJ
LQWHUDFWLRQLQYROYLQJWKHLPPHGLDWHDWWUDFWLRQDQGUHSXOVLRQRIFRQVWDQWO\PRYLQJIRUFHV
RIPDWWHUWKURXJKRXWDOORIVSDFH
,QP\WKLUGFKDSWHU,ZLOOH[DPLQH.DQW¶VHWKHUGHGXFWLRQLQ2SXV3RVWXPXP
ZKLFK,EHOLHYHVKHGVLPSRUWDQWOLJKWRQ.DQW¶VDUJXPHQWVUHJDUGLQJVXEVWDQFHDQG
LQWHUDFWLRQLQWKHILUVW&ULWLTXH .DQW¶V2SXV3RVWXPXPDFROOHFWLRQRIXQILQLVKHG

PDQXVFULSWVKDVEHHQDFRQWURYHUVLDODGGLWLRQWR.DQW¶VZRUNV6RPH.DQWVFKRODUV
DUJXHWKDWLWLVWRRXQRUJDQL]HGWREHSURSHUO\H[DPLQHGZKLOHRWKHUVJRDVIDUDVWRVD\
WKDWLWLVDSURGXFWRIVHQLOLW\DWWKHHQGRI.DQW¶VOLIH,KRZHYHUDJUHHZLWKWKRVHZKR
EHOLHYHWKDWZHVKRXOGWDNHWKH2SXV 3RVWXPXP VHULRXVO\,ZLOODUJXHWKDWLWJLYHVFUXFLDO
LQVLJKWLQWRKRZWKHDQDORJLHVRIH[SHULHQFHVKRXOGEHXQGHUVWRRGDQGKRZZHFDQUHODWH
.DQW¶VPHWDSK\VLFVWRKLVVFLHQWLILFZRUNV
(FKRLQJKLVGHVFULSWLRQRIDXQLYHUVDOO\SHQHWUDWLQJVXEVWUDWXPLQWKHILUVW
DQDORJ\.DQWH[SODLQVWKDWWKHXQLW\LQRXUH[SHULHQFHRIDZRUOGRILQWHUDFWLQJREMHFWV
FDQEHDFFRXQWHGIRUE\VXJJHVWLQJWKDWWKHUHLVDQDOOHQFRPSDVVLQJPDWHULDOILHOGRI
DFWLYLW\ZKLFKLVQHFHVVDU\IRUWKHSRVVLELOLW\RIRXUSHUFHSWLRQRISK\VLFDOWKLQJV.DQW
GHVFULEHVDPDWHULDOILHOG WKDWLVXQLYHUVDOO\GLVWULEXWHGDQGDOOSHQHWUDWLQJZLWKLQZKLFK
DOORWKHUPRYLQJIRUFHVDVZHOODVOLJKWDUHLQFOXGHG0DWWHUWR.DQWLVXQGHUVWRRG
G\QDPLFDOO\LQWHUPVRIDWWUDFWLYHDQGUHSXOVLYHIRUFHV3HUPDQHQWO\PRYLQJE\LWV RZQ
DWWUDFWLRQ DQGUHSXOVLRQWKHPDWHULDOILHOGWKDW.DQW GHVFULEHVLVWKHRULJLQRIWKH
PRYHPHQWRIDOOPDWHULDOV DQGWKHLUIRUPDWLRQLQWR UHJXODUO\GHWHUPLQHGERGLHV.DQW
FDOOVWKLVLGHDµHWKHU¶RUµFDORULF¶GHVFULELQJLWDVDPDWHULDOZKLFK³OLHVDWWKHEDVLVRI WKH
SRVVLELOLW\RIWKHPRYLQJIRUFHVDQGWKHLUFRPELQDWLRQLQWRRQHH[SHULHQFH´ ,ZLOOVKRZ
WKDWWKHLGHDRIHWKHULVFUXFLDOLQ.DQW¶VDUJXPHQWVUHJDUGLQJWKHXQLILFDWLRQRIWKH
PRYLQJIRUFHVRIPDWWHU
$PDMRUVKLIWFDQEHVHHQLQ.DQW¶VFRQFHSWLRQRISHUFHSWLRQEHWZHHQWKH&ULWLTXH
RI3XUH5HDVRQDQGODWHUZRUNVOLNHWKH0HWDSK\VLFDO)RXQGDWLRQVRI1DWXUDO6FLHQFH
 6HH 23

DQG2SXV3RVWXPXP.DQW¶VH[SODQDWLRQRISHUFHSWLRQDVDSSHDUDQFHFRPELQHGZLWK
FRQVFLRXVQHVVLQ WKH&ULWLTXHRI3XUH5HDVRQLVQRWWKHH[SODQDWLRQRISHUFHSWLRQWKDWKH
KROGVWKURXJKRXWKLVZKROHFDUHHU,QODWHUZRUNV.DQWPDNHVLWFOHDUWKDWLQRUGHUIRUD
ERG\WREHSHUFHLYHGLQVSDFHWKHERG\PXVWDIIHFWRQH¶VVHQVHVE\H[HUFLVLQJVRPH
IRUFHXSRQRQH¶VVHQVHV$V.DQWH[SODLQVLQWKH0HWDSK\VLFDO)RXQGDWLRQVRI1DWXUDO
6FLHQFHDQGH[SDQGVXSRQLQ2SXV3RVWXPXPRXUSHUFHSWLRQDQGWKHXQLILHGH[SHULHQFH
RIRXWHUREMHFWVLVPDGHSRVVLEOHE\WKHPRYLQJIRUFHVRIPDWWHUZKLFKPXVWEH
GLVWULEXWHGWKURXJKRXWDOORIVSDFH$V,ZLOOVKRZLQFKDSWHUWKUHHHWKHUWKHREMHFWRIDQ
DOOLQFOXVLYHH[SHULHQFHFRQWDLQVDOOWKHVHQVHDIIHFWLQJDQGSHUFHSWLRQHIIHFWLQJIRUFHV
RIPDWWHU$UJXLQJWKDWWKHDFWXDOLW\RIHPSW\VSDFHLVQRWDQREMHFWRISRVVLEOH
H[SHULHQFH.DQWSURSRVHVWKHHWKHUDVWKHRQHREMHFWRIRXUXQLILHGH[SHULHQFHZKLFK
PDNHVSK\VLFDOVSDFHNQRZDEOH 7R.DQWWKHXQLW\LQRXUH[SHULHQFHRIDZRUOGRI
LQWHUDFWLYHREMHFWVFDQEHDFFRXQWHGIRUE\VXJJHVWLQJWKDWWKHUHLVDQDOOHQFRPSDVVLQJ
PDWHULDOILHOGRIDFWLYLW\ZKLFK LVQHFHVVDU\IRUWKHSRVVLELOLW\RIRXUSHUFHSWLRQRI
SK\VLFDOWKLQJV7KHUHIRUH,ZLOOVKRZWKDWDQH[DPLQDWLRQRI.DQW¶VFKDQJLQJ
H[SODQDWLRQVRISHUFHSWLRQLVFUXFLDOIRUDQXQGHUVWDQGLQJRIWKHDQDORJLHVRIH[SHULHQFH
DQGKRZWKH\ILWZLWKODWHUUHODWHGZRUNV
$VDQHFHVVDU\FRQGLWLRQRISRVVLEOHH[SHULHQFHRIWKHFRQVWDQWO\FKDQJLQJ
SK\VLFDOZRUOG.DQWH[SODLQVWKDWWKHUHPXVWEHVRPHWKLQJZKLFKLVDOZD\VLQH[LVWHQFH
RIZKLFKDOOVXEVWDQFHVDQGFKDQJHVDUHPHUHO\GHWHUPLQDWLRQV([SDQGLQJRQKLV
FRQFHSWLRQVRIVXEVWDQFHDQGFRPPXQLW\LQWKH&ULWLTXHRI3XUH5HDVRQ.DQW¶V

FRQFHSWLRQRIHWKHULQ2SXV3RVWXPXPVKRXOGEHXQGHUVWRRGDVWKHPDWHULDOZKLFK
SHUVLVWVWKURXJKDOOFKDQJHDQGLQZKLFKWKRURXJKJRLQJLQWHUDFWLRQ WDNHVSODFH,Q
FKDSWHUVRQHDQG WZR,ZLOOH[DPLQHWKHDQDORJLHVRIH[SHULHQFHIURPWKH&ULWLTXHRI
3XUH5HDVRQZKLFKIRFXVRQWHPSRUDOH[SHULHQFHVSHFLILFDOO\GXUDWLRQVXFFHVVLRQDQG
VLPXOWDQHLW\7KHQEXLOGLQJRQWKHILUVWWZRFKDSWHUVFKDSWHUWKUHHZLOOKLJKOLJKWWKH
LPSRUWDQFHRIHWKHULQWKHQHFHVVDU\FRQGLWLRQVRISRVVLEOHH[SHULHQFH7KHQ,ZLOODUJXH
WKDW.DQW¶VHWKHUSURRIVDUHDQHFHVVDU\DGGLWLRQWRKLVDQDORJLHVRIH[SHULHQFHLQWKH
&ULWLTXHRI3XUH5HDVRQ

&+$37(521(
, ,QWURGXFWLRQWR&KDSWHU2QH
.DQWH[SODLQVWKDWWKLQJVLQWLPHDUHDOZD\VFKDQJLQJEXWWKHFRQVWDQWIOX[RFFXUV
LQDVLQJOHWLPH%HOLHYLQJWKDWQRWKLQJFDQDULVHIURPRUSHULVKLQWRQRWKLQJ.DQW
VXJJHVWVWKDWVRPHWKLQJPXVWXQGHUO\WKHFRQVWDQWO\FKDQJLQJWKLQJVZHSHUFHLYH$VD
QHFHVVDU\FRQGLWLRQRISRVVLEOHH[SHULHQFHRIWKHFRQVWDQWO\FKDQJLQJSK\VLFDOZRUOGKH
H[SODLQVWKDWWKHUHPXVWEHVRPHWKLQJZKLFKLVDOZD\VLQH[LVWHQFHDOORZLQJIRURQH
VDPHWHPSRUDOIUDPHZRUNWKURXJKRXWDOOFKDQJH+H DWWHPSWVWRGHPRQVWUDWHWKH
QHFHVVLW\RIDTXDQWXPWKDWGRHVQRWLQFUHDVHQRUGLPLQLVKRIZKLFKWKHVXEVWDQFHVWKDW
ZHSHUFHLYHDUHPHUHO\GHWHUPLQDWLRQV+HSURSRVHVWKHLGHDRIDQDEVROXWHSHUVLVWHQW
VHPSLWHUQDODQGRPQLSUHVHQWVXEVWUDWHXQGHUO\LQJVXEVWDQFHV$V*RUGRQ1DJHO
H[SODLQVDOWKRXJK.DQWGRHVQRWSUHFOXGHWKHSRVVLELOLW\RIQHZWKLQJVKHGRHVUXOHRXW
WKHSRVVLELOLW\RIWKLQJVWKDWDUHQHZLQUHVSHFWRIWKHLUVXEVWDQFH +RZHYHULWLV
VRPHWLPHVXQFOHDUZKHWKHU.DQW¶VGHVFULSWLRQRIVXEVWDQFHUHTXLUHVDVHPSLWHUQDO
RPQLSUHVHQWVXEVWUDWHRUZKHWKHUUHODWLYHO\HQGXULQJVXEVWDQFHVDUHVXIILFLHQWIRURXU
H[SHULHQFHDQGWHPSRUDOXQLW\)RFXVLQJRQ.DQW¶VVRPHWLPHVFRQWUDGLFWRU\GHVFULSWLRQV
RIµVXEVWDQFH¶,ZLOOXVHWKLVFKDSWHUWRH[SORUHWKHGLVWLQFWLRQEHWZHHQUHODWLYHO\
HQGXULQJVXEVWDQFHVDQGDQDEVROXWHO\SHUVLVWLQJ6XEVWDQFHZKLFKHQGXUHVWKURXJKRXWDOO
FKDQJHV
 *RUGRQ1DJHO7KH6WUXFWXUHRI([SHULHQFH.DQW¶VV\VWHPRI3ULQFLSOHV &KLFDJR8QLYHUVLW\
RI&KLFDJR3UHVV

,, 7KH7KUHH$QDORJLHVRI([SHULHQFH
2QHRI.DQW¶VIXQGDPHQWDOHQGHDYRUVLQWKH&ULWLTXHRI3XUH5HDVRQ LVWRH[SODLQ
KRZH[SHULHQFHLVSRVVLEOH$UJXLQJWKDWWKHSRVVLELOLW\RIWHPSRUDO H[SHULHQFHLVZKDW
.DQWKDVLQPLQG:DWNLQVVXJJHVWVWKDW³.DQW¶VJHQHUDOWDVNWUDQVIRUPVLQWRWKHPRUH
VSHFLILFWDVNRIH[SODLQLQJKRZWKHXQLW\RIWLPHLVSRVVLEOH´ )ROORZLQJ:DWNLQV¶FODLPV
DERXWWKHLPSRUWDQFHRIFRQVLGHULQJWKHWHPSRUDOLW\RIH[SHULHQFH,ZLOOIRFXVRQWKH
DQDORJLHVRIH[SHULHQFHZKLFKDUHFHQWUDOO\FRQFHUQHGZLWKLVVXHVRIWLPHGHWHUPLQDWLRQ
$V:DWNLQVH[SODLQVWKHDQDORJLHVRIH[SHULHQFHLQWKH&ULWLTXHRI3XUH5HDVRQ ³DUH
FRQFHUQHGZLWKWKHSRVVLELOLW\RIH[SHULHQFHLQWKHIRUPRIWKHXQLW\RIWLPH´ *XLGHGE\
WKHFODLPWKDWZHFDQQRWSHUFHLYHWLPHLWVHOIWKHDQDORJLHVFRQFHUQQHFHVVDU\
FRQQHFWLRQV LQSHUFHSWLRQ$VDJHQHUDOSULQFLSOHRIDOOWKHDQDORJLHV.DQWVWDWHVLQWKH
ILUVWHGLWLRQWKDW³DVUHJDUGVWKHLUH[LVWHQFHDOODSSHDUDQFHVVWDQGDSULRUL XQGHUUXOHVRI
WKHGHWHUPLQDWLRQRIWKHLUUHODWLRQWRHDFKRWKHULQRQH WLPH´&35$,QWKHVHFRQG
HGLWLRQKHXSGDWHVWKHJHQHUDOSULQFLSOHZULWLQJ³H[SHULHQFHLVSRVVLEOHRQO\WKURXJKWKH
UHSUHVHQWDWLRQRIDQHFHVVDU\FRQQHFWLRQRISHUFHSWLRQV´&35 %
7LPHLWVHOIFDQQRWEHSHUFHLYHGVRDUJXHV.DQW³LWLVLQWKHREMHFWVRI
SHUFHSWLRQLHWKHDSSHDUDQFHVWKDWWKHVXEVWUDWXPPXVWEHHQFRXQWHUHGWKDWUHSUHVHQWV
WLPHLQJHQHUDODQGLQZKLFKDOOFKDQJHRUVLPXOWDQHLW\FDQEHSHUFHLYHGLQDSSUHKHQVLRQ
WKURXJKWKHUHODWLRQRIWKHDSSHDUDQFHVWRLW´&35$+RZHYHUWKHQHFHVVDU\
FRQQHFWLRQVRISHUFHSWLRQVFDQQRWEHFRPHHYLGHQWLQWKHSHUFHSWLRQVWKHPVHOYHV,QVWHDG
 :DWNLQV0HWDSK\VLFVRI&DXVDOLW\
 :DWNLQV0HWDSK\VLFVRI&DXVDOLW\

WKHH[LVWHQFHRIREMHFWVLQWLPHLVGHWHUPLQHGWKURXJKDSULRUL FRQFHSWVWKURXJKZKLFK
WKHQHFHVVDU\FRQQHFWLRQRISHUFHSWLRQVLVUHSUHVHQWHGLQRXUH[SHULHQFH .DQW¶VJRDORI
WKHDQDORJLHVLVWRVKRZWKDWLQ/XF\$OODLV¶VZRUGV³ZHFDQNQRZDSULRULWKDWWKH
VSDWLDOREMHFWVRIRXUH[SHULHQFHDUHLQQHFHVVDU\FDXVDOFRQQHFWLRQVZLWKHDFKRWKHUDQG
WKDWWKH\DUHPDGHXSRIVWXIIZKLFKH[LVWVEHIRUHDQGDIWHUWKH\H[LVWWKDWVXEVWDQFHLV
FRQVHUYHG´
$SULRULSXUHFRQFHSWVRIWKHXQGHUVWDQGLQJWKHFRQFHSWVRIWKHDQDORJLHVSURGXFH
FRJQLWLRQVZKHQFRPELQHGZLWKVHQVLEOHLQWXLWLRQV 7KURXJKWKHPRGLRIWLPH
FRUUHVSRQGLQJWRWKHWKUHHDQDORJLHVWKHVXEMHFWLPSRVHVWUDQVFHQGHQWDOWHPSRUDO
VWUXFWXUHVRQVHQVRU\REMHFWVJLYHQLQH[SHULHQFH 7KHWKUHHDQDORJLHVDUHFRQFHUQHG
ZLWKWKUHHGLIIHUHQWFRQGLWLRQVRIWLPHGHWHUPLQDWLRQ³SHUVLVWHQFHVXFFHVVLRQDQG
FRH[LVWHQFH´&35$% 3ULQFLSOHVRIWKHGHWHUPLQDWLRQRIWKHH[LVWHQFHRI
DSSHDUDQFHVLQWLPHWKHWKUHHDQDORJLHVUHODWHWRWKHWKUHHPRGLRIWLPH³WKDWRIWKH
UHODWLRQWRWLPHLWVHOIDVDPDJQLWXGHWKHPDJQLWXGHRIH[LVWHQFHLHGXUDWLRQWKDWRI
WKHUHODWLRQLQWLPHDVDVHULHVRQHDIWHUDQRWKHUDQGILQDOO\WKDWLQWLPHDVDVXPRIDOO
H[LVWHQFHVLPXOWDQHRXV´&35$%7KHWKUHHDQDORJLHVDOVRFRUUHVSRQG WRWKH
FDWHJRULHVRIUHODWLRQIRXQGLQWKHWDEOHRIWKHFDWHJRULHVFRYHULQJILUVW
VXEVWDQFHDWWULEXWHVHFRQGFDXVHHIIHFWDQGWKLUGFRPPXQLW\.DQWFODLPVWKDWWKHVH
WKUHHUXOHVRIWHPSRUDOUHODWLRQVRIDSSHDUDQFHVSUHFHGHDQGPDNHSRVVLEOHDOO
 6HH&35 %
 /XF\$OODLV0DQLIHVW5HDOLW\.DQW¶V,GHDOLVPDQGKLV5HDOLVP 2[IRUG2[IRUG8QLYHUVLW\
3UHVV
 %U\DQ+DOO7KH3RVW&ULWLFDO.DQW8QGHUVWDQGLQJWKH&ULWLFDO3KLORVRSK\WKURXJKWKH2SXV
3RVWXPXP1HZ<RUN5RXWOHGJH

H[SHULHQFH$FFRUGLQJWR:DWNLQV.DQWH[SODLQVWKDWZHQHHGWKHWKUHHUXOHVEHFDXVH
ZHFDQQRWVHHWKHWLPHGHWHUPLQDWLRQZLWKZKLFKWKHDQDORJLHVHVSHFLDOO\WKHVHFRQGDQG
WKLUGDUHFHQWUDOO\FRQFHUQHG
+HQU\$OOLVRQDUJXHVWKDW³DOWKRXJKWKHEXONRIFULWLFDODWWHQWLRQUHPDLQVIRFXVHG
RQWKHVHFRQGDQDORJ\LWKDVEHFRPHLQFUHDVLQJO\UHFRJQL]HGWKDWWKHDQDORJLHVFDQRQO\
EHSURSHUO\XQGHUVWRRGLIWDNHQWRJHWKHU´ ,QRUGHUWRVKRZWKDWDOOWKHDQDORJLHV DUH
HTXDOO\LPSRUWDQWHVSHFLDOO\ZKHQUHDGDORQJVLGH.DQW¶VPRUHVFLHQWLILFZRUNV,ZLOOEH
IRFXVLQJRQWKHDUJXPHQWVIURPWKHILUVWDQGWKLUGDQDORJLHVLQWKLVWKHVLV7KLVFKDSWHU
ZLOOH[DPLQHWKHILUVWDQDORJ\DQGDIWHUDEULHIORRNDWWKHVHFRQGDQDORJ\ WKHQH[W
FKDSWHUZLOOIRFXVRQWKHODUJHO\RYHUORRNHGWKLUGDQDORJ\,KRSHWRVKRZWKDW$OOLVRQLV
FRUUHFWLQKLVDFNQRZOHGJHPHQWWKDWLWLVFUXFLDOWRH[DPLQHWKHDQDORJLHVDVDZKROH
,,, &KDQJHDQG3HUVLVWHQFH
6LQFHWLPHLWVHOILVXQSHUFHLYDEOH$OOLVRQH[SODLQVWKDW³LWEHFRPHVQHFHVVDU\WR
SUHVXSSRVHVRPHSHUFHSWXDOO\DFFHVVLEOHPRGHOIRUWLPHLWVHOIDVDFRQGLWLRQRIWKH
SRVVLELOLW\RIGHWHUPLQLQJWKHWHPSRUDOUHODWLRQVRIDSSHDUDQFHV´ &RQVHTXHQWO\.DQW
DUJXHVIRUWKHQHFHVVLW\RIHQGXULQJHQWLWLHVFODLPLQJWKDWHPSLULFDONQRZOHGJHRIWKH
FUHDWLRQRUFHVVDWLRQRIDQ\REMHFWH[ RULQQLKLOR LVLPSRVVLEOH$QGUHZ:DUGH[SODLQV
 6HH&35$%
 (ULF:DWNLQV³.DQW¶V0RGHORI&DXVDOLW\&DXVDO3RZHUV/DZVDQG.DQW¶V5HSO\WR
+XPH´ -RXUQDORIWKH+LVWRU\RI3KLORVRSK\ QR
 +HQU\$OOLVRQ .DQW¶V7UDQVFHQGHQWDO,GHDOLVP 1HZ+DYHQ<DOH8QLYHUVLW\3UHVV

 $OOLVRQ7UDQVFHQGHQWDO,GHDOLVP

WKDWLIDEVROXWHFHDVLQJWRH[LVWRUFRPLQJWRH[LVW³ZHUHD SRVVLEOHH[SHULHQFHLWZRXOG
PHDQWKDWWKHUHPXVWKDYHH[LVWHGDSHULRGRIWLPHKRZHYHUVPDOOLQZKLFKQRWKLQJ
FRXOGKDYHEHHQSHUFHLYHGWRKDSSHQ´$V%U\DQ+DOOSRLQWVRXWDVXEVWDQFHDULVLQJ
DEVROXWHO\ZRXOGKDYHWRDULVH³IURPDQHPSW\WLPHRWKHUZLVHLWZRXOGDULVHIURPVRPH
SULRUH[LVWHQFHDQGVRWKHDULVLQJZRXOGQRWEHDEVROXWH´ +DOOFRQWLQXHVHPSW\WLPHLV
QRREMHFWRISRVVLEOHH[SHULHQFHDVLW³RIIHUVQRZD\RIFRQQHFWLQJWKLVDULVLQJZLWK
DQ\WKLQJSUHYLRXVO\H[LVWLQJZLWKLQWKHWHPSRUDOFRQWLQXXP´ 7KHUHIRUHDV$OOLVRQ
H[SODLQVZKHQZHH[SHULHQFHWKHDULVLQJRUSHULVKLQJRIDVXEVWDQFHZHPXVWUHDOO\EH
H[SHULHQFLQJWKHDULVLQJRUSHULVKLQJRIDSDUWLFXODUFRQILJXUDWLRQRUGHWHUPLQDWLRQRIDQ
DOUHDG\H[LVWLQJVXEVWDQFH
,QWKHILUVWHGLWLRQRIWKH&ULWLTXHRI3XUH5HDVRQWKHJHQHUDOSULQFLSOHRIWKHILUVW
DQDORJ\LV ³DOODSSHDUDQFHVFRQWDLQWKDWZKLFKSHUVLVWVVXEVWDQFHDVWKHREMHFWLWVHOI
DQGWKDWZKLFKFDQFKDQJHDVLWVPHUHGHWHUPLQDWLRQLHDZD\LQZKLFKWKHREMHFW
H[LVWV´&35$%7KHQLQWKHIRUPXODWLRQRIWKHSULQFLSOHLQWKH%HGLWLRQ± ³LQ
DOOFKDQJHRIDSSHDUDQFHVVXEVWDQFHSHUVLVWVDQGLWVTXDQWXPLVQHLWKHULQFUHDVHGQRU
GLPLQLVKHGLQQDWXUH´&35$%± LWLVLPSOLHGWKDWRQHSDUWLFXODUVXEVWDQFHRU
VHWRIVXEVWDQFHVHQGXUHVWKURXJKRXWDOOFKDQJH
.DQW SURSRVHVDµVXEVWUDWXP¶ZKLFKHPERGLHVWKHXQFKDQJHDEOHQHVVRU
SHUVLVWHQFHZKLFKKHDWWULEXWHVWRWLPHLWVHOI:LWKRXWVRPHSHUVLVWLQJWKLQJHYHU\WKLQJ
 $QGUHZ:DUG6WDUWLQJZLWK.DQW1HZ<RUN&RQWLQXXP,QWHUQDWLRQDO3XEOLVKLQJ*URXS

 +DOO3RVW&ULWLFDO.DQW
 +DOO3RVW&ULWLFDO.DQW
 $OOLVRQ7UDQVFHQGHQWDO,GHDOLVP

ZRXOGEHLQFRQVWDQWIOX[DQGZHFRXOGQRWEHDZDUHRIVXFFHVVLRQRUVLPXOWDQHLW\
$OOLVRQDUJXHVWKDW³DQHQGXULQJSHUFHLYDEOHREMHFWRUREMHFWVLVUHTXLUHGWRSURYLGHWKH
EDFNGURSRUIUDPHRIUHIHUHQFHE\PHDQVRIZKLFKWKHVXFFHVVLRQVLPXOWDQHLW\DQG
GXUDWLRQRIDSSHDUDQFHVLQDFRPPRQWLPH FDQEHGHWHUPLQHG´
-DPHV9DQ&OHYHDFFHSWVWKDW.DQWLVDEOHWRSURYHWKDWDOOFKDQJHVWDNHSODFH
DJDLQVW WKHEDFNGURSRIVRPHWKLQJSHUPDQHQWEXWKHZRUULHVWKDW.DQW¶VDUJXPHQW³GRHV
QRWSURYHWKDWDQ\FKDQJHLVDQDOWHUDWLRQLQWKDWSHUPDQHQWVRPHWKLQJRUHYHQWKDWLWLV
DQDOWHUDWLRQLQDQ\WKLQJDWDOO´ *LYLQJDQH[DPSOH9DQ&OHYHVXJJHVWVWKDWLIZHWDNH
WKHVXQWREHDSHUPDQHQWEDFNGURSLQWKHVN\³WKLQJVXQGHUWKHVXQDUHVWLOOIUHHWRSRS
LQWRDQGRXWRIH[LVWHQFHDVWKH\SOHDVH´$VWKLVZRXOGYLRODWHWKHPD[LPWKDWQRWKLQJ
FDQDULVHH[QLKLOR9DQ &OHYHDUJXHVWKDW³IRUWKLVSXUSRVHWKH%DFNGURS$UJXPHQWLV
VHULRXVO\ZDQWLQJ´ /LNH9DQ&OHYH$UWKXU0HOQLFNGHILQHVWKHVXEVWUDWXP
IXQFWLRQDOO\$UJXLQJWKDWWKHGLIIHUHQWWLPHLQWHUYDOVPD\EHGHWHUPLQHGEDVHGRQ
GLIIHUHQWDSSHDUDQFHV0HOQLFNEHOLHYHVWKDWWKHVXEVWUDWXP³LVGHILQHGUHODWLYHWRWKH
LQWHUYDOWKDWLWVHUYHVWRGHWHUPLQH´ 0HOQLFNVXJJHVWVWKDWRQHWLPHLQWHUYDOPD\EH
GHWHUPLQHGUHODWLYHWRWKHPRWLRQRIWKHVXQZKLOHWKHGHFD\RIDQHOHPHQWPD\EHWKH
VXEVWUDWXPRIWKHGHWHUPLQDWLRQRIWKHWLPHLQWHUYDOEHWZHHQRWKHUHYHQWV
3DXO*X\HUDUJXHVDJDLQVW9DQ&OHYHDQG0HOQLFN¶VLQWHUSUHWDWLRQRIWKH
 $OOLVRQ7UDQVFHQGHQWDO,GHDOLVP
 -DPHV9DQ&OHYH3UREOHPVIURP.DQW 1HZ<RUN2[IRUG8QLYHUVLW\3UHVV
 9DQ&OHYH3UREOHPV
 9DQ&OHYH3UREOHPV
 $UWKXU0HOQLFN.DQW¶V$QDORJLHVRI([SHULHQFH&KLFDJR8QLYHUVLW\RI&KLFDJR3UHVV

 0HOQLFN$QDORJLHVRI([SHULHQFH

%DFNGURS$UJXPHQWLQVLVWLQJWKDWWKH\DUHPLVXQGHUVWDQGLQJWKHJRDORIWKHILUVW
DQDORJ\
LWFDQEHREMHFWHGRIFRXUVHWKDWVXFKDQDUJXPHQWGRHVQRWHVWDEOLVKWKH
HQGXUDQFHRIDOO VXEVWDQFHVEXWRQO\RIZKDWHYHUVXEVWDQFHKDSSHQVWREHFKRVHQ
WRIXQFWLRQDVWKHFORFNIRURWKHUVDQGWKDWLWGRHVQRWHYHQHVWDEOLVKWKHWUXH
SHUPDQHQFHRIWKDW VXEVWDQFHVLQFHDFRQVLVWHQWDQGFRQWLQXLQJ V\VWHPIRU
PHDVXULQJGXUDWLRQFRXOGEHRSHUDWHGXVLQJVHYHUDOGLIIHUHQWDQGVXFFHVVLYHO\
H[LVWLQJFORFNVRUREMHFWVIXQFWLRQLQJDVVXFKDVORQJDVWKHSHULRGVRIWKHVH
ZHUHFRUUHODWHGGXULQJSHULRGVRIRYHUODSSLQJH[LVWHQFHSULRUWRWKHFHVVDWLRQRI
WKHH[LVWHQFHRIRQHFORFNEXWVXEVHTXHQWWRWKHFRPPHQFHPHQWRIWKHQH[W
*X\HUH[SODLQVWKDW.DQWLVQRWDUJXLQJIRUWKHSHUPDQHQFHRIVXEVWDQFHDVDWRROIRU
PHDVXULQJWKHGXUDWLRQRISDUWLFXODUREMHFWVHYHQWVRUSURFHVVHVLQWLPH $FFRUGLQJWR
*X\HU.DQW¶VDUJXPHQWKDVQRWKLQJWRGRZLWKSDUWLFXODUREMHFWVOLNHVXQVRUSODQHWV
IXQFWLRQLQJDVFORFNV*X\HUH[SODLQVWKDW³.DQW¶VDUJXPHQWKDVQRWKLQJWRGRZLWKWKH
PHDVXUHPHQWRIWKHGXUDWLRQRIVSHFLILFREMHFWVRUHYHQWVLQWLPHLWFRQFHUQVRQO\WKH
SHUPDQHQWGXUDWLRQRIWLPHLWVHOIDQGHYHQWKHQKDVQRWKLQJWRGRZLWKWKHDVVLJQPHQWRI
DQ\QXPHULFDOPDJQLWXGHWRWKLVSHUPDQHQFH´ $FFRUGLQJWR*X\HU.DQWGRHVQRW
LQWHQGWRSURYLGHFRQGLWLRQVIRUDVVLJQLQJPHDVXUHPHQWVWRSHULRGVRIWLPH,QVWHDG.DQW
LQWHQGVWRSURYLGHFRQGLWLRQVIRUKRZREMHFWVFDQKDYHUHODWLRQVRIVXFFHVVLRQRU
FRH[LVWHQFHGHVSLWHWKHFRQVWDQWIOX[RIREMHFWVLQQHFHVVDULO\SHUPDQHQWWLPH 7KHLGHD
RIVXEVWDQFHDVDWRROIRUPHDVXULQJUDWKHUWKDQDVVRPHHQGXULQJHQWLW\RUHQWLWLHV
 3DXO*X\HU.DQWDQGWKH&ODLPVRI.QRZOHGJH&DPEULGJH&DPEULGJH8QLYHUVLW\3UHVV

 *X\HU&ODLPVRI.QRZOHGJH
 *X\HU&ODLPVRI.QRZOHGJH
 *X\HU&ODLPVRI.QRZOHGJH

XQGHUO\LQJFKDQJHZRXOGQRWKHOS.DQW¶VDUJXPHQWDJDLQVWWKHSRVVLELOLW\RIWKLQJV
DEVROXWHO\DULVLQJRUFHDVLQJWRH[LVW:KDW.DQWKDVLQPLQGZKHQKHDUJXHVIRUWKH
QHFHVVLW\RIVRPHWKLQJSHUVLVWLQJWKURXJKWKHFKDQJHVZHSHUFHLYHLQWKHZRUOGLVWKH
LGHDRIVXEVWDQFHDVVRPHHQGXULQJHQWLW\RU HQWLWLHVDFWLQJDVDVXEVWUDWXPXQGHUO\LQJ
WKHFKDQJHVZHSHUFHLYH
.DQWPDNHVLWFOHDUWKDWZHFDQQRWH[SHULHQFHDWRWDOUHSODFHPHQWFKDQJHRI
VXEVWDQFHV,QRUGHUWRJXDUDQWHHWKHXQLW\RIWHPSRUDOH[SHULHQFH.DQWDUJXHVWKDW
VRPHWKLQJPXVWHQGXUHWKURXJKWKHSHULVKLQJRIRQHVXEVWDQFHDQGWKHDULVLQJRIDQRWKHU
7RLOOXVWUDWHWKHLPSRVVLELOLW\RIH[SHULHQFLQJWRWDOUHSODFHPHQWFKDQJH$OOLVRQXVHVDQ
DSSDUHQWUHSODFHPHQWFKDQJHRIKLVGHVNLQWRKLVERRNVKHOIDVDQH[DPSOH³,SHUFHLYH
P\GHVNDWW DQGP\ERRNFDVHDWWEXW,GRQRWLQIHUIURPWKHVXFFHVVLRQRISHUFHSWLRQV
WKDWDUHSODFHPHQWFKDQJHKDVRFFXUUHGWKDWLV,GRQRWDVVXPHWKDWWKHGHVNKDV
VRPHKRZ
EHFRPH
RUEHHQFKDQJHGLQWRWKHERRNFDVH´ ,IGXULQJWKHLQWHUYDOEHWZHHQ
WDQGWWKHGHVNZDVUHPRYHGDQGDERRNFDVHZDVSXWLQLWVSODFHZHZRXOG
H[SHULHQFHWKLVDVDFKDQJHEXWZHZRXOGQRWDVVXPHWKDWDUHSODFHPHQWRIVXEVWDQFHKDV
WDNHQSODFH
1DJHOQRWHVDSUREOHPWKDWDULVHVZLWKRQO\UHODWLYHO\SHUVLVWLQJVXEVWDQFHVEXW
QRXQGHUO\LQJVXEVWDQFHLIDQREMHFWFRXOGFKDQJHWREHQHZLQUHVSHFWRILWVVXEVWDQFH
WKHQLWFRXOGXQGHUJRDQ\FKDQJHZKDWVRHYHU$VLOOXVWUDWHGZLWK$OOLVRQ¶VERRNFDVH
H[DPSOHWKLVZRXOGGLVUXSWWKHXQLW\RIWHPSRUDOH[SHULHQFH,QVWHDGZHPXVWUHFRJQL]H
 $OOLVRQ7UDQVFHQGHQWDO,GHDOLVP
 1DJHO6WUXFWXUHRI([SHULHQFH

WKDWDOOFKDQJHLVDFKDQJHRIVWDWHRIZKDWUHPDLQVRULVSHUPDQHQW$OWKRXJKWKLVGRHV
QRWPHDQWKDWHPSW\VSDFHRUWLPHLVLPSRVVLEOH.DQWLVFOHDUWKDWIRUEHLQJVOLNHXVWKH
H[SHULHQFH RIHPSW\VSDFHRUWLPHLVLPSRVVLEOH
.DQWDUJXHVLQWKHILUVWDQDORJ\WKDWHYHQLQWKHFDVHRIZKDWVHHPVWREHD
JHQXLQHUHSODFHPHQWFKDQJHVXFKDVZKHQDGHVNEXUQVZHUHIHUWRWKHFKDQJHDVDQ
DOWHUDWLRQRIWKHVWDWHVRIVRPHVXEVWDQFHFRPPRQWRWKHZRRGZKLFKPDGHXSWKHGHVN
DQGWKHDVKDQGVPRNHZKLFKUHPDLQDIWHUWKHFRPEXVWLRQKDVWDNHQSODFH 9DQ&OHYH
DGGVWKDWDOWKRXJKFRPEXVWLRQFDQDSSHDUWRLQYROYHDUHSODFHPHQWFKDQJHLQZKLFK
ZRRGLVUHSODFHGE\VPRNHDQGDVK.DQWLVFOHDUWKDWWKHFKDQJHZHH[SHULHQFHLVWKH
PHUHDOWHUDWLRQRIPRUHIXQGDPHQWDOVXEVWDQFHVRXWRIZKLFKZRRGVPRNHDQGDVKDUH
IRUPHG:LWKRXWDVVXPLQJWKHSHUPDQHQFHRIVRPHVXEVWDQFHZHFRXOGH[SHULHQFHWKH
ZRRGRUWKHSDUFHORIVXEVWDQFHFRQVWLWXWLQJWKHZRRGDVDEVROXWHO\FHDVLQJWRH[LVWDV
WZRQHZSDUFHOVRIVXEVWDQFHWKHDVKDQGVPRNHFRPHLQWRH[LVWHQFHH[QLKLOR6XFKD
FKDQJHFRXOGEHFDOOHGDVXEVWDQFHFKDQJH
+RZHYHU.DQWGHQLHVWKDWWKHFKDQJHFDQEHYLHZHGDVDVXEVWDQFHFKDQJH
)ROORZLQJKLVDUJXPHQWZKHQDWKLQJ EHJLQVWREHLWPXVWEHDWWDFKHGWRVRPHWKLQJ
ZKLFKDOUHDG\H[LVWHG$VDQH[DPSOH.DQWZULWHV
D SKLORVRSKHUZDVDVNHG+RZPXFKGRHVWKHVPRNHZHLJK"+HUHSOLHG,I\RX
WDNHDZD\IURPWKHZHLJKWRIWKHZRRGWKDWZDVEXUQWWKHZHLJKWRIWKHDVKHVWKDW
DUHOHIWRYHU\RXZLOOKDYHWKHZHLJKWRIWKHVPRNH+HWKXVDVVXPHGDV
LQFRQWURYHUWLEOHWKDWHYHQLQILUHWKHPDWWHUVXEVWDQFHQHYHUGLVDSSHDUVEXW
UDWKHURQO\VXIIHUVDQDOWHUDWLRQLQLWVIRUP&35$%
 $OOLVRQ7UDQVFHQGHQWDO,GHDOLVP
 $QGUHZ:DUG.DQW7KH7KUHH&ULWLTXHV &DPEULGJH3ROLW\3UHVV

:KHQH[SHULHQFLQJWKHFKDQJHIURPZRRG WRDVKHVDQGVPRNHZHPXVWDFFHSWWKDWWKHUH
LVQRVXEVWDQFHFKDQJHEXWRQO\DFKDQJHLQWKHVWDWHRIWKHRULJLQDOXQGHUO\LQJSDUFHO
RIVXEVWDQFH$V:DUGH[SODLQVZKHQWKHVXEVWDQFHFRQVWLWXWLQJWKHZRRGVHHPVWRFHDVH
WRH[LVWDEVROXWHO\DQGWKHVXEVWDQFHFRQVWLWXWLQJWKHDVKDQGVPRNHVHHPVWRFRPHLQWR
H[LVWHQFHDEVROXWHO\WKHUHLVPHUHO\D³UHDUUDQJHPHQW RIWKHRULJLQDODPRXQWRI
VXEVWDQFH´
7UDQVLWLRQIURPQRQEHLQJWREHLQJFDQRQO\EHHPSLULFDOO\FRJQL]HGDVFKDQJLQJ
GHWHUPLQDWLRQVRIWKDWZKLFKODVWV6LQFHDULVLQJRUSHULVKLQJFDQRQO\EHSRVVLEOH
SHUFHSWLRQVLIWKH\FRQFHUQGHWHUPLQDWLRQVRIWKLQJVZKLFKSHUVLVWDQ\FKDQJHRU
VRPHWKLQJ¶VFRPLQJLQWREHLQJRUSDVVLQJDZD\LVDQDOWHUDWLRQRIVRPHWKLQJ$V9DQ
&OHYHSXWVLWWKHSUHPLVHWKDWDOOFKDQJHLVDOWHUDWLRQOHDGVWRWKHFRQFOXVLRQWKDWDOO
FKDQJHLVDOWHUDWLRQRIVXEVWDQFH ,Q.DQW¶VRZQZRUGV³DOWHUDWLRQLVDZD\RIH[LVWLQJ
WKDWVXFFHHGVDQRWKHUZD\RIH[LVWLQJRIWKHYHU\VDPHREMHFW+HQFHHYHU\WKLQJWKDWLV
DOWHUHGLVODVWLQJDQGRQO\LWVVWDWHFKDQJHV´&35$% .DQWFODLPVWKDW
DQ\WKLQJDULVLQJRUSHULVKLQJLQWLPHPXVWEHDQDOWHUDWLRQRIDVXEVWDQFHSHUVLVWLQJLQ
WLPH.DQWGLIIHUHQWLDWHVEHWZHHQFKDQJHDQGDOWHUDWLRQ$FFRUGLQJWR.DQW³HYHU\WKLQJ
WKDWLVDOWHUHGLVODVWLQJDQGRQO\LWVVWDWHFKDQJHV´ &35$%PHDQLQJWKDWLW
ZRXOGQRWEHSRVVLEOHWRKDYHDXQLW\RIH[SHULHQFHLIQHZVXEVWDQFHVFRXOGDULVHRU
SHULVKIURPRULQWRQRWKLQJ9DQ&OHYHUHPLQGVXVWKDWWR.DQW³WRFKDQJHLVVLPSO\WR
 :DUG7KUHH&ULWLTXHV
 6HH&35 $%
 -DPHV9DQ&OHYH³6XEVWDQFH0DWWHUDQG.DQW¶V)LUVW$QDORJ\´.DQW6WXGLHQ QR


FRPHWREHRUFHDVHWREHDQGWRDOWHULVWRFRPHWRH[HPSOLI\RUWRFHDVHWRH[HPSOLI\D
FHUWDLQSURSHUW\´$V.DQWH[SODLQV³DOWHUDWLRQLVDZD\RIH[LVWLQJWKDWVXFFHHGV
DQRWKHUZD\RIH[LVWLQJRIWKHYHU\VDPHREMHFW´&35$%
9DQ&OHYHXVHVDQDXWXPQOHDIDVDQH[DPSOHWRVKRZWKHGLIIHUHQFHEHWZHHQ
FKDQJHDQGDOWHUDWLRQKHDUJXHVWKDWZKHQDOHDIWXUQVIURPJUHHQWRRUDQJHWKHFRORXU
FKDQJHVDVWKHJUHHQFHDVHVWREHDQGWKHRUDQJHFRPHVWREHZKLOHWKHOHDIDOWHUVLQ
UHVSHFWRIWKHFRORXUV$FFRUGLQJWR.DQWWKHFKDQJHFRQFHUQVGHWHUPLQDWLRQVZKLFK
FDQFHDVHRUEHJLQWREHZKLOHDOWHUDWLRQUHIHUVWRVWDWHVRIWKHODVWLQJVXEVWDQFH
7KHUHIRUHDVVWDWHV9DQ&OHYH³WRFKDQJHLVVLPSO\WRFRPHWREHRUFHDVHWREHDQGWR
DOWHULVWRFRPHWRH[HPSOLI\RUWRFHDVHWRH[HPSOLI\DFHUWDLQSURSHUW\.DQWZRXOGVD\
WKDWZKHQDQDXWXPQOHDIWXUQVIURPJUHHQWRJROGWKHFRORUV>VLF@FKDQJHZKLOHWKHOHDI
DOWHUVLQUHVSHFWRIWKHP´$OPRVWSDUDGR[LFDOO\.DQWDUJXHVRQO\VXEVWDQFHRUWKDW
ZKLFKSHUVLVWVFDQEHDOWHUHG
,9 5HODWLYHYHUVXV$EVROXWH3HUVLVWHQFH
.DQWLVFOHDUWKDWVXEVWDQFHPXVWSHUVLVWWKURXJKRXWDOOFKDQFHV+RZHYHU*X\HU
SRLQWVRXWWKDW.DQWLVQRWFOHDUDERXWZKDWFRXQWVDVDVXEVWDQFH$FFRUGLQJWR*X\HU
.DQW³RQO\LQGLUHFWO\LGHQWLILHVWKHSHUPDQHQWREMHFWVWKXVLQWURGXFHGZLWKVXEVWDQFHVLQ
WKHPHUHO\UHODWLYHO\HQGXULQJVHQVHRIWKDWZKLFKHQGXUHVWKURXJKVRPHFKDQJHRI
 9DQ&OHYH³6XEVWDQFH0DWWHU´
 9DQ&OHYH³6XEVWDQFH0DWWHU´
 9DQ&OHYH³6XEVWDQFH0DWWHU´
 &35 $%

DFFLGHQWV´$GDPDQWWKDWRUGLQDU\HPSLULFDOREMHFWVVXFKDVWDEOHVRUPRRQVFDQQRW
FRXQWDVVXEVWDQFHV*X\HUDUJXHVWKDW.DQWXVHVWKHZRUGµVXEVWDQFH¶WRUHIHUWR
VRPHWKLQJPRUHIXQGDPHQWDO+HDUJXHVWKDWREMHFWVVXFKDVWDEOHVDQGPRRQVDUH
GHWHUPLQDWLRQVRIVXEVWDQFHZKLFKFDQEHJLQRUFHDVHWREHDVSDUWRIDVXEVWDQFHWKDW
UHPDLQVWKURXJKDOO WUDQVIRUPDWLRQV$UJXLQJWKDW.DQWPXVWUHTXLUHVRPHWKLQJPRUH
WKDQUHODWLYHO\HQGXULQJVXEVWDQFHV*X\HUHYHQGLVDJUHHVZLWKWKHLGHDWKDWZRRGDVK
DQGVPRNHDUHVXEVWDQFHVWKHPVHOYHV.DQWZULWHVLQWKHILUVWDQDORJ\³HYHQLQILUHWKH
PDWWHUVXEVWDQFHQHYHUGLVDSSHDUVEXWUDWKHURQO\VXIIHUVDQDOWHUDWLRQLQLWVIRUP´&35
$%*X\HUWDNHVWKLVWRPHDQWKDWZRRGDVKDQGVPRNH³DUHRQO\DYDULHW\RI
IRUPVZKLFKVRPHVXEVWDQFHFRPPRQWRWKHPDOOFDQWDNHRQ´ *X\HUDUJXHVWKDW
ZRRGDVKDQGVPRNHDUH³QRWKLQJEXWGHWHUPLQDWLRQVRIVXEVWDQFHZKLFKFDQEHJLQRU
FHDVHWREHEXWWKHVXEVWDQFHLWVHOIPXVWUHPDLQWKURXJKDOOVXFKWUDQVIRUPDWLRQVDVD
FRQGLWLRQRIRXUNQRZOHGJHRIWKHRFFXUUHQFHRIDQ\DFWXDOWUDQVIRUPDWLRQ´
*X\HUDUJXHVWKDWWR.DQWVXEVWDQFHLVLGHQWLILHGDVZKDWHYHUXOWLPDWHO\HQGXUHV
WKURXJKDQ\HPSLULFDOO\GLVFRYHUDEOHFKDQJH,IPDWWHULVZKDWHQGXUHVWKHQPDWWHULV
VXEVWDQFH
EXWLILWLVRQO\DFRQVWDQWTXDQWXPRIPDWWHUFXPHQHUJ\ZKLFKHQGXUHV
WKHQIURPWKHSKLORVRSKLFDOSRLQWRIYLHZWKDW LVZKDWPXVWEHUHJDUGHGDV
VXEVWDQFH7KDWVXEVWDQFHHQGXUHVDQGWKDWDOOWKDWH[LVWVLVXOWLPDWHO\
UHGXFLEOHWRVXEVWDQFHDUHSKLORVRSKLFDOSRLQWVWKHTXHVWLRQRIZKDW
VXEVWDQFHDFWXDOO\LVLVDVFLHQWLILFTXHVWLRQ
 *X\HU&ODLPVRI.QRZOHGJH
 *X\HU&ODLPVRI.QRZOHGJH
 *X\HU&ODLPVRI.QRZOHGJH
 *X\HU&ODLPVRI.QRZOHGJH
 *X\HU&ODLPVRI.QRZOHGJH

*X\HUDUJXHVWKDWVLQFHZKDWFRXQWVDVDVXEVWDQFHLVLQIHUUHGIURPZKDWLWLVWKDW
HQGXUHVZKHQRXUEHOLHIVDERXWZKDWHQGXUHVFKDQJHRXUFRQFHSWLRQRIZKDWLVD
VXEVWDQFHDOVRFKDQJHV
&ULWLFL]LQJ-RQDWKDQ%HQQHWW¶VH[DPSOHXVLQJDSRUFHODLQSLJWRLOOXVWUDWHD
VXEVWDQFHZKLFKFHDVHVWRH[LVW*X\HUDUJXHVWKDW³.DQWZRXOGQRWWUHDWVRPHWKLQJVXFK
DVDSRUFHODLQSLJDVDJHQXLQHVXEVWDQFH7KLVLVSUHFLVHO\EHFDXVHHYHQZLWKRXW
FRQVLGHULQJDPDGHXSFDVHOLNH%HQQHWW¶VZHZRXOGQHYHUWKLQNRIVRPHWKLQJ VXFKDV
WKDWDVDQ\WKLQJRWKHUWKDQDUHODWLYHO\HQGXULQJREMHFW´ *X\HUDUJXHVWKDWDSRUFHODLQ
SLJFDQEHSXOYHUL]HGLQWRGXVWZKLFKFDQEHEURNHQGRZQLQWRHOHPHQWVDQGVRRQ:KDW
LVDVXEVWDQFHLQWKHFDVHRIDQREMHFWVXFKDVDSRUFHODLQSLJLVDV*X\HUZULWHV
³ZKDWHYHU LWLVWKDWHQGXUHVWKURXJKDOOVXFKWUDQVIRUPDWLRQVZKHWKHUWKDWEHHDUWKDLU
ILUHDQGZDWHURQRQHWREHVXUHQRORQJHUYHU\DWWUDFWLYHHPSLULFDOWKHRU\RUTXDUNV
RQDQRWKHUWKHRU\´
/LNH*X\HU1DJHODUJXHVWKDWWKHUHLVVRPHWKLQJPRUHIXQGDPHQWDOXQGHUO\LQJ
RXUH[SHULHQFHRIUHODWLYHO\HQGXULQJVXEVWDQFHLQZKLFKWKHLQGLYLGXDOHQGXULQJ
VXEVWDQFHV¶SURSHUWLHVTXDOLWLHVDQGDWWULEXWHVLQKHUH1DJHOVXJJHVWVWKDW.DQW
VWKHRU\
RIVXEVWDQFHVKRZVWKDWZHSHUFHLYHW\SHVRIPDWWHUPRUHEDVLFDOO\WKDQZHSHUFHLYH
SDUWLFXODULQGLYLGXDOREMHFWV 1DJHODVVHUWVWKDW³UDWKHUWKDQUHODWHILUVWWRWKHZRUOG¶V
VHSDUDWHREMHFWVDQGWKHQJDWKHUWKHPLQWRNLQGVDFFRUGLQJWRWKHLUPDWHULDOFRPSRVLWLRQV
 *X\HU&ODLPVRI.QRZOHGJH
 *X\HU&ODLPVRI.QRZOHGJH
 *X\HU&ODLPVRI.QRZOHGJH
 1DJHO6WUXFWXUHRI([SHULHQFH

ZHUHODWHILUVWDQGIXQGDPHQWDOO\WRYDULRXVVRUWVRIPDWWHU´ 7KDWLVZHUHODWHILUVWDQG
PRUHIXQGDPHQWDOO\WRIRUH[DPSOHPLONZDWHUZRRGVRDSVNLQKDLUFORWKPHWDO
HWFEHIRUHUHODWLQJWRDQGPDNLQJJHQHUDOL]DWLRQVIURPHDFKRIWKHZRUOG¶VVHSDUDWH
REMHFWV
1DJHO DUJXHVWKDWWR.DQWVXEVWDQFHRUPDWWHULVWKHEDVLFVWXIIRIWKHZRUOG ,W
LVHVVHQWLDOO\SHUPDQHQWDQG³HQGXUHVWKURXJKRXWWLPHDVWKHVWXIIRXWRIZKLFKDOO
SK\VLFDOERGLHVDUHPDGHDQGWRZKLFKWKH\DOOLQWLPHUHWXUQ´ 6XEVWDQFHFRQQHFWV
GLIIHUHQFHVEHWZHHQGLIIHUHQWPRPHQWVUHODWHGWRHDFKRWKHUE\YLUWXHRIWKHLUUHODWHG
PDWHULDOFRQWHQW 1DJHODUJXHVWKDWHYHQZKHQDQHZREMHFWEHJLQVWKURXJKFKDQJHV
LQYROYLQJELUWKRUPDQXIDFWXUHIRUH[DPSOHZHDFFRXQWIRUWKHFKDQJHEDVHGRQZKDW
H[LVWHGEHIRUHWKHEHJLQQLQJRIWKHQHZREMHFW 1DJHOLQVLVWVWKDW³VXFKFKDQJHVRI
VXEVWDQFHVPXVWWKHPVHOYHVEHJURXQGHGLQPRUHIXQGDPHQWDOVXEVWDQFHVXQWLOILQDOO\
ZHJHWWRPDWWHU´
$OOLVRQREVHUYHVWKDWXSWRWKLVSRLQWWKHUHKDVEHHQ QRUHDVRQWRXQGHUVWDQG
VXEVWDQFHDVUHIHUULQJWRVRPHWKLQJDEVROXWHO\SHUVLVWHQW 6RIDUQRWKLQJPRUHLV
UHTXLUHGWKDQ³HQGXULQJUHLGHQWLILDEOHHQWLWLHVWKDWIXQFWLRQDVVXEVWUDWDRIFKDQJH´
+RZHYHUDUJXHV$OOLVRQWKHREMHFWLYHUHDOLW\RI.DQW¶V³VFKHPDRIWKHSXUHFRQFHSWRI
 1DJHO6WUXFWXUHRI([SHULHQFH
 1DJHO6WUXFWXUHRI([SHULHQFH
 ,QWKH)LUVW$QDORJ\.DQWXVHVWKHWHUPVµPDWWHU¶DQGµVXEVWDQFH¶LQWHUFKDQJHDEO\
 1DJHO6WUXFWXUHRI([SHULHQFH
 1DJHO6WUXFWXUHRI([SHULHQFH
 1DJHO6WUXFWXUHRI([SHULHQFH
 1DJHO6WUXFWXUHRI([SHULHQFH
 $OOLVRQ7UDQVFHQGHQWDO,GHDOLVP
 $OOLVRQ7UDQVFHQGHQWDO,GHDOLVP

VXEVWDQFH´ PD\UHO\RQGHPRQVWUDWLQJVRPHWKLQJZKLFKSHUVLVWVPRUHDEVROXWHO\
$OOLVRQVXJJHVWVWKDWWKHUHDUHSODFHVLQWKHILUVWDQDORJ\ZKHUHLWVHHPVDVWKRXJK
DQ\WKLQJFRXOGDFWDVDVXEVWDQFH)RUH[DPSOH.DQWZULWHV³LQDOODSSHDUDQFHVWKDW
ZKLFKSHUVLVWVLVWKHREMHFWLWVHOILHWKHVXEVWDQFHSKDHQRPHQRQEXWHYHU\WKLQJWKDW
FKDQJHVRUWKDWFDQFKDQJHEHORQJVRQO\WRWKHZD\LQZKLFKWKLVVXEVWDQFHRUVXEVWDQFHV
H[LVWVWKXVWRWKHLUGHWHUPLQDWLRQV´&35$%7KHUHIRUH LWLVFOHDUWKDW
VRPHVXEVWDQFHVVXFKDVWDEOHVWUHHVPRXQWDLQVDQGSODQHWVVRPHWLPHVDFWDVVXEVWUDWD
RIFKDQJH<HWWKH\DOVRFRPHLQWRDQGRXWRIH[LVWHQFHWKHPVHOYHV$FFRUGLQJO\
$OOLVRQDUJXHVWKDW³LWVHHPVPRUHUHDVRQDEOHWRFRQVWUXHKLPWREHFODLPLQJWKDWVXFK
FKDQJHVPXVWEHH[SHULHQFHGDVDOWHUDWLRQVRIVRPHWKLQJWUXO\VXEVWDQWLDOWKDWSHUVLVWV
WKURXJKRXWDOOFKDQJH´
5HWXUQLQJWRWKHEXUQLQJSLHFHRIZRRGDVDQH[DPSOHDV$OOLVRQGRHVLWLVFOHDU
WKDWZHPXVWDVVXPHWKDWWKHZRRG ³H[LVWHGIRUDSHULRGRIWLPHSULRUWRLWVGHVWUXFWLRQ
E\ILUHDQG>PXVW@KDYHEHHQFDSDEOHRIEHLQJDOWHUHGLQDQ\QXPEHURIZD\VGXULQJWKDW
SHULRGZLWKRXWORVLQJLWVLGHQWLW\´ 2QHFDQQRWUHJDUGWKHZRRG¶VGHVWUXFWLRQE\ILUHDV
PHUHO\DQDOWHUDWLRQRIWKHZRRGEHFDXVHLWLVQRORQJHULGHQWLILHGDVZRRGDWWKHHQGRI
WKHSURFHVV6WLOOWKRXJKWKHSURFHVVLVUHJDUGHGDVDQDOWHUDWLRQ5DWKHUWKDQWUHDWLQJWKH
ZRRGDVWKDWZKLFKDOWHUVWKDWZKLFKDOWHUVLVVRPHPDWWHUZKLFKDVVXPHVWKHIRUPRI
ZRRGDWRQHVWDJHDQGDVVXPHVWKHIRUPRIVPRNHDQGDVKHVDWDQRWKHUVWDJH$FFRUGLQJ
 $OOLVRQ7UDQVFHQGHQWDO,GHDOLVP
 $OOLVRQ7UDQVFHQGHQWDO,GHDOLVP
 $OOLVRQ7UDQVFHQGHQWDO,GHDOLVP
 $OOLVRQ7UDQVFHQGHQWDO,GHDOLVP

WR$OOLVRQZKHQFRQFHLYLQJVXFKDWUDQVIRUPDWLRQRQHPXVW³FRQVLGHUWKHSLHFHRIZRRG
DVWKHWHPSRUDU\IRUPVWDWHRUGHWHUPLQDWLRQRIVRPHHQGXULQJPDWWHU´ +HUHPDWWHU
OLNHVXEVWDQFHLVSUHVXSSRVHGWRHQGXUHWKURXJKRXWWKHFKDQJH$OOLVRQEHOLHYHVWKDWLQ
DGGLWLRQWRUHODWLYHO\HQGXULQJVXEVWDQFHV.DQWPXVWEHDEOHWRHVWDEOLVKVRPHHQWLWLHV
RUDPRUHIXQGDPHQWDOHQWLW\ZKLFKGRHVSHUVLVWWKURXJKRXWDOOWLPH$OOLVRQ FRQFOXGHV
WKDWWKHUHPXVWEHDWOHDVWRQHSHUFHLYDEOHREMHFWZKLFKHQGXUHVSURYLGLQJDEDFNGURS
ZKLFKZHFDQUHIHUWRZKHQGHWHUPLQLQJWKHVXFFHVVLRQVLPXOWDQHLW\DQGGXUDWLRQRI
DSSHDUDQFHVLQDFRPPRQWLPH
9 7ZR&RQFHSWLRQVRI6XEVWDQFH
+DOOSURSRVHVDQDQVZHUWRWKHSUREOHPRIZKDW.DQWPHDQVE\µVXEVWDQFH¶E\
VKRZLQJWKDWDQLPSRUWDQWGLVWLQFWLRQFDQEHGUDZQEHWZHHQWKHDOWHUDWLRQRIVXEVWDQFHV
YHUVXV6XEVWDQFH$V+DOOVXPPDUL]HVWKHSUREOHP³ZKHQ.DQWWDONVDERXWVXEVWDQFHKH
LVQRWDOZD\VWDONLQJDERXWWKHVDPHWKLQJ7KHUHLVWKHUHODWLYHSHUVLVWHQFHRILQGLYLGXDO
VXEVWDQFHVDVZHOODVWKHVHPSLWHUQDOSHUVLVWHQFHRIRPQLSUHVHQW6XEVWDQFH´ 7KHZRUG
µVXEVWDQFH¶LQWKHILUVWDQDORJ\FRXOGHLWKHUUHIHUWRDQRPQLSUHVHQWDQGVHPSLWHUQDO
VXEVWDQFHRUWRRUGLQDU\HPSLULFDOREMHFWV
+DOOSRLQWVRXWDGLOHPPDWKDWDULVHVZKHQDSSO\LQJWKHFDWHJRU\RIVXEVWDQFHGXH
WRWKHRSSRVLQJFRQFHSWLRQVRIVXEVWDQFHLQ.DQW
V &ULWLTXHRI3XUH5HDVRQ+DOOVWDWHV
LIWKHFDWHJRU\RIVXEVWDQFHDSSOLHVWRDQRPQLSUHVHQWDQGVHPSLWHUQDO
VXEVWDQFHWKHQDOWKRXJKWKLVZRXOGHQVXUHWKDWDOOH[SHULHQFHVRI
 $OOLVRQ7UDQVFHQGHQWDO,GHDOLVP
 +DOO³'LOHPPD´

HPSLULFDOREMHFWVWDNHSODFHLQDFRPPRQVSDWLRWHPSRUDOIUDPHZRUNRQH
FRXOGQRWLQGLYLGXDWHWKHVHHPSLULFDOREMHFWVDQGH[SHULHQFHWKHLU
DOWHUDWLRQV,IWKHFDWHJRU\RIVXEVWDQFHDSSOLHVWRRUGLQDU\HPSLULFDO
REMHFWVKRZHYHUWKHQDOWKRXJKRQHFRXOGLQGLYLGXDWHWKHVHVXEVWDQFHV
DQGH[SHULHQFHWKHLUDOWHUDWLRQVWKHFDWHJRU\ZRXOGQRWSLFNRXWD
FRPPRQVSDWLRWHPSRUDOIUDPHZRUNIRUWKHVHH[SHULHQFHV
,QWKLVTXRWDWLRQ+DOOLVFOHDUWKDWEHFDXVHVXEVWDQFHVSRVVHVVVWDWHVDQGSURSHUWLHV
ZKLFKDUHQRWUHGXFLEOHWRSURSHUWLHVDQGVWDWHVRI6XEVWDQFHVXEVWDQFHVDUHQRWUHGXFLEOH
WRWKH6XEVWDQFHXSRQZKLFKWKH\VXSHUYHQH 'XHWRWKHQDWXUHRIHPSLULFDOLQWXLWLRQ
WKHFRQFHSWZKLFKRSHUDWHVDWWKHOHYHORIVXEVWDQFHVLVVHSDUDWHDQGLUUHGXFLEOHWRWKH
FRQFHSWZKLFKRSHUDWHVDWWKHOHYHORI6XEVWDQFH2QHFDQQRWWDNHVXEVWDQFHVVLPSO\DV
SDUWVRI6XEVWDQFHEHFDXVHVXEVWDQFHVDUHQRWUHGXFLEOHWR6XEVWDQFH$V+DOOH[SODLQV
WKHUHLVWKHFDWHJRU\RIVXEVWDQFHZKLFKLQLWVUROHDVDSULQFLSOHDSSOLHVWRWKRVH
VXEVWDQFHVWKDWDSSHDULQHPSLULFDOLQWXLWLRQDQGPDNHVSRVVLEOHLQFRQMXQFWLRQ
ZLWKWKHRWKHUSULQFLSOHVWKHDSSOLFDWLRQRIWKHDSULRUL FRQFHSWRI6XEVWDQFH
ZKLFKXQLILHVDOOH[SHULHQFHVRIVXEVWDQFHVZLWKLQDFRPPRQVSDWLRWHPSRUDO
IUDPHZRUN
+DOODUJXHVWKDWWKHUHDVRQIRUKLVGLVWLQFWLRQEHWZHHQµVXEVWDQFH¶DQGµ6XEVWDQFH¶LVWKDW
.DQWXVHVWKHVDPHZRUGIRUWZRGLIIHUHQWPHDQLQJVOLNHZKHQZHGLIIHUHQWLDWHEHWZHHQ
WKHQDLOVRQRXUILQJHUVDQGWKHQDLOVWKDWZHXVHWRKROGKRXVHVWRJHWKHU+DOOFRQFOXGHV
WKDWUHODWLYHO\HQGXULQJHPSLULFDOREMHFWVZKLFKSHUVLVWWKURXJKWKHDOWHUDWLRQVRIWKHLU
SURSHUWLHVDVVHHQZKHQDOHDIFKDQJHVFRORXUDUHVXEVWDQFHVDQG6XEVWDQFHUHIHUVWRD
³RQHVHPSLWHUQDODQGRPQLSUHVHQW6XEVWDQFHZKRVHTXDQWXPLQQDWXUHLVQHLWKHU
 +DOO³'LOHPPD´
 +DOO³'LOHPPD´
 +DOO³'LOHPPD´

LQFUHDVHGQRUGLPLQLVKHG´
$QH[DPSOHRIDQDOWHUDWLRQRIVXEVWDQFHVFRXOGEHDOHDIFKDQJLQJFRORXUZKLOH
EXUQLQJZRRGFKDQJLQJLQWRVPRNHDQGDVKFDQEHDQH[DPSOHRI6XEVWDQFHHQGXULQJ
WKURXJKWKHSHULVKLQJDQGDULVLQJRIVXEVWDQFHV 6RPHWKLQJLVDQHQGXULQJVXEVWDQFHDV
ORQJDVLWFDQEHFRQVLGHUHGWR³JRIURPWKHRQHVWDWHWRWKHRWKHUDQGUHPDLQLQH[LVWHQFH
WKURXJKRXWWKHDOWHUDWLRQ´ :KHQDVWDWHRI6XEVWDQFHDOWHUVLWLQYROYHVDFKDQJHLQ
ZKLFKRQHVXEVWDQFHSHULVKHVDQGDQRWKHUVXEVWDQFHDULVHV:KHQWKHVWDWHVRIVXEVWDQFHV
DOWHUWKHUHLVQRDULVLQJRUSHULVKLQJRIVXEVWDQFHV7R+DOO³LWVHHPVDVLIWKHDOWHUDWLRQ
RI6XEVWDQFHLQYROYHVDFKDQJHRIVWDWHVWKDWFRXOGQRWRFFXUDWWKHOHYHORIVXEVWDQFHV
DQGYLFHYHUVD´
$OVRGLVWLQJXLVKLQJEHWZHHQWZRW\SHVRIVXEVWDQFH%HQQHWWDUJXHVWKDWZKLOH
.DQW¶VWZRXVHVRIWKHZRUGµVXEVWDQFH¶DUHUHODWHGLWLVZURQJWKDWWKH\DUHVRRIWHQ
FRQIODWHGRULGHQWLILHG%HQQHWWGRXEWVWKDWWKHWZRW\SHVRIVXEVWDQFH³DUHHYHQ
H[WHQVLRQDOO\HTXLYDOHQW´ 7KXVWR%HQQHWWSRUFHODLQPLJKWEHDVXEVWDQFHDQGWKDW
ZKLFKHQGXUHVWKURXJKWKHGHVWUXFWLRQRISRUFHODLQPLJKWEHVXEVWDQFH
/LNH+DOODQG%HQQHWW5REHUW+DQQDDOVRVXJJHVWVWKDW.DQW³WDONVDERXWWZR
GLVWLQFWOHYHOVRIWKHPDWHULDOVXEVWUDWHRIHPSLULFDOQDWXUH´ 6LPLODUWR+DOO¶V
GLVWLQFWLRQEHWZHHQVXEVWDQFHVDQG6XEVWDQFH+DQQDGLIIHUHQWLDWHVEHWZHHQSULPDU\DQG
 +DOO³'LOHPPD´
 +DOO³'LOHPPD´
 1DJHO6WUXFWXUHRI([SHULHQFH
 +DOO³'LOHPPD´
 -RQDWKDQ%HQQHWW.DQW¶V$QDO\WLF /RQGRQ&DPEULGJH8QLYHUVLW\3UHVV
 5REHUW+DQQD.DQW6FLHQFHDQG+XPDQ1DWXUH 2[IRUG&ODUHQGRQ3UHVV

VHFRQGDU\VXEVWDQFHV:KHQ+DQQDGLIIHUHQWLDWHVEHWZHHQWZRGLIIHUHQWPHDQLQJVRIWKH
ZRUGµVXEVWDQFH¶KHH[SODLQVWKDWWKHUHLVSULPDU\VXEVWDQFHRUµ2QH%LJ6XEVWDQFH¶
ZKLFKLVDVLQJOHVXEVWUDWXPSHUVLVWLQJWKURXJKRXWDOOWLPH7KHUHLVDOVRDSOXUDOLW\RI
LQGLYLGXDOVHFRQGDU\VXEVWDQFHVWKHSDUWLFXODUPDWHULDOVXEVWDQFHVRUERGLHVZKLFK
SHUVLVWIRUDOHQJWKRIWLPHEXWZKLFK GRFRPHLQDQGRXWRIH[LVWHQFH 0HOQLFNDOVR
DJUHHVDUJXLQJWKDWVXEVWUDWDFDQQRWDEVROXWHO\FRPHLQWRRURXWRIEHLQJEXWWKDWGRHV
QRWPHDQWKDWZHFDQQRWDOORZWKDWQHZWKLQJVPHDQLQJQHZVXEVWDQFHVFRPHLQWR
EHLQJ
,WPXVWEHQRWHGWKDWQHLWKHU DVXEVWDQFHQRUD6XEVWDQFHLQWHUSUHWDWLRQRIWKH
EDFNGURSWKHVLVFDQDFFRXQWIRUDEVROXWHDULVLQJRUSHULVKLQJ3HUFHSWLRQRIDULVLQJRU
SHULVKLQJFDQRQO\EHSRVVLEOHLILWFRQFHUQVPHUHO\DGHWHUPLQDWLRQRIVRPHWKLQJZKLFK
SHUVLVWV .DQWLVFOHDUWKDWWKHFRPLQJRUFHDVLQJWREHRIDQREMHFWFDQQRWEHWKH
DEVROXWHJHQHUDWLRQRUFRUUXSWLRQRIDQXQGHUO\LQJVHPSLWHUQDOVXEVWDQFH$QREMHFW¶V
DOWHUDWLRQVDUHFKDQJHVRIVWDWHVRUSURSHUWLHVRIDSHUVLVWLQJREMHFW $V.DQWDUJXHVWKDW
ZKLFKDOZD\VH[LVWVLVUHTXLUHGIRUWKHSRVVLELOLW\RIH[SHULHQFHDQG³HYHU\WKLQJWKDW
FKDQJHVRUWKDWFDQFKDQJHEHORQJVRQO\WRWKHZD\LQZKLFKWKLVVXEVWDQFHRUVXEVWDQFHV
H[LVWVWKXVWRWKHLUGHWHUPLQDWLRQV´&35$%,QDFFRUGDQFHZLWKWKHILUVW
DQDORJ\ZKHQWKLQNLQJRIDEXUQLQJSLHFHRIZRRGRUDIDOOHQOHDIGHFD\LQJZHPXVW
WKLQNRIWKHPDVDOWHUDWLRQVRIVHPSLWHUQDOVXEVWDQFHRUVXEVWDQFHVZKLFKXQGHUOLHWKH
FKDQJHVRIVWDWH)URPHLWKHULQWHUSUHWDWLRQVXEVWDQFHSHUVLVWVWKURXJKRXWDOOFKDQJH
 +DQQD6FLHQFHDQG+XPDQ1DWXUH
 0HOQLFN$QDORJLHVRI([SHULHQFH
 6HH&35 $%

9, &RQFOXVLRQRI&KDSWHU2QH
7R.DQWRXUH[SHULHQFHRIWKHSK\VLFDOZRUOGLVQRWSRVVLEOHZLWKRXWDVXEVWUDWH
XQGHUO\LQJWKHFRQVWDQWFKDQJHV$FFRUGLQJWRHLWKHUDVXEVWDQFHVRU6XEVWDQFH
LQWHUSUHWDWLRQRIWKHILUVWDQDORJ\VRPHWKLQJSHUVLVWVZKLOHDFFLGHQWVFKDQJH (YHU\GD\
REMHFWVRIH[SHULHQFHGRDULVHDQGSHULVKVXFKDVZKHQZRRGSHULVKHVWKURXJK
LQFLQHUDWLRQZKLOHVPRNHDQGDVKDULVHEXWWKHVHDUHDOWHUDWLRQVRI6XEVWDQFH5HJXODU
REMHFWVOLNHWDEOHVDQGVWDUVFDQRIFRXUVHFHDVHWRH[LVWHLWKHUE\EUHDNLQJDSDUWRU
H[SORGLQJ+RZHYHUWR.DQWWKHVXEVWDQFHFRPSRVLQJWKHREMHFWVUHPDLQV$V,KDYH
VKRZQDFFRUGLQJWR.DQW¶VILUVWDQDORJ\LQRUGHUWRKDYHDXQLW\RIWHPSRUDOH[SHULHQFH
RULIWKHUHLVDFRPPRQWHPSRUDOIUDPHZRUNIRUH[SHULHQFH6XEVWDQFHPXVWEH
VHPSLWHUQDODQGPXVWHQVXUHWKDWWKLQJVGRQRWDULVHRUSHULVKDEVROXWHO\6RPHWKLQJPXVW
SHUVLVWEHFDXVHLIWKHUHZHUHQRWKLQJSHUVLVWLQJHYHU\WKLQJZRXOGEHLQFRQVWDQWIOX[DQG
ZHFRXOGQRWEHDZDUHRIVXFFHVVLRQRUVLPXOWDQHLW\6LQFHDVXEVWDQFHFDQQRWDULVH RXW
RIHPSW\WLPHPHDQLQJRXWRIQRWKLQJDWDOOVXEVWDQFHVPXVWDOZD\VDULVHIURPVRPH
SULRUH[LVWHQFHZLWKZKLFKWKHDULVLQJLVWHPSRUDOO\FRQQHFWHG$V.DQWH[SODLQVLQWKH
ILUVWDQDORJ\WHPSRUDOUHODWLRQVVXFKDVVXFFHVVLRQRUVLPXOWDQHLW\ZKLFKZLOOEHWKH
IRFXVRIP\VHFRQGFKDSWHUDUHRQO\SRVVLEOHLQWKDWZKLFKSHUVLVWVWKURXJKDOOWLPH
 +DOO³'LOHPPD´

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, ,QWURGXFWLRQWR&KDSWHU7ZR
$V,VKRZHGLQFKDSWHURQH.DQWLVFOHDUWKDWWKHDULVLQJDQGSHULVKLQJRI
VXEVWDQFHVSUHVXSSRVHVVRPHWKLQJHQGXULQJ,QRWKHUZRUGVZKHQDSSHDUDQFHVVXFFHHG
RQHDQRWKHUWKHFKDQJHRIWKHDSSHDUDQFHVLVDOZD\VWKHDOWHUDWLRQRIVRPHWKLQJWKDW
SHUVLVWVH[LVWLQJZLWKWZRRSSRVHGGHWHUPLQDWLRQV7R.DQWDOOHYHQWVIROORZSULRU
HYHQWVRUSULRUVWDWHVRIVXEVWDQFHV7KHUHIRUH.DQWH[DPLQHVWKHWHPSRUDOUHODWLRQRI
µVXFFHVVLRQ¶LQWKHVHFRQGDQDORJ\H[SODLQLQJWKHUROHRIFDXVHDQGHIIHFWLQGHWHUPLQLQJ
REMHFWLYHWHPSRUDORUGHURIDSSHDUDQFHV7KHQLQWKHWKLUGDQDORJ\.DQWDGGUHVVHVWKH
SUREOHPRIVXEVWDQWLDOLQWHUDFWLRQRUUHFLSURFDOFDXVDWLRQ,QWKHWKLUGDQDORJ\.DQW
H[SDQGVRQKLVFRQFHSWRIVXEVWDQFHIURPWKHILUVWDQDORJ\QRZGHVFULELQJDSOHQXPRI
PRYLQJIRUFHVRIPDWWHULQZKLFKZHPXVWSUHVXSSRVHFRPPXQLW\RULQWHUDFWLRQ
EHWZHHQDOOVLPXOWDQHRXVVXEVWDQFHVWKURXJKRXWWKHHQWLUHXQLYHUVH,WLVWKURXJKWKLV
WKRURXJKJRLQJLQWHUDFWLRQWKDWRXURZQUHODWLYHSRVLWLRQDQGPRWLRQRQWKHHDUWKDQG
ZLWKLQWKHFRVPRVLVGHWHUPLQHG $SUREOHPWKDWDULVHVLVWKDWµWKRURXJKJRLQJ
LQWHUDFWLRQ¶FDQEH LQWHUSUHWHGLQGLIIHUHQWZD\V:DWNLQVVXJJHVWVWKDWWKHH[SODQDWLRQVRI
LQWHUDFWLRQLQWKHWKLUGDQDORJ\0HWDSK\VLFDO)RXQGDWLRQVRI1DWXUDO6FLHQFHDQG
3K\VLFDO*HRJUDSK\ FDQUHIHUWRWZRGLIIHUHQWW\SHVRILQWHUDFWLRQ%\FRQWUDVWLQJ.DQW¶V
(DUWKDQG 0RRQH[DPSOHLQWKHWKLUGDQDORJ\ZLWKKLVGHVFULSWLRQRIWKHLQWHUDFWLRQ
EHWZHHQWKH(DUWKDQGWKH0RRQLQWKH3K\VLFDO*HRJUDSK\,ZLOOVKRZWKHLPSRUWDQFH
RIWKHRIWHQIRUJRWWHQWKLUG DQDORJ\DQGWKHLPSRUWDQFHRIGLVWLQJXLVKLQJEHWZHHQ

PHGLDWHDQGLPPHGLDWHLQWHUDFWLRQ
,, 7KH5HODWLRQEHWZHHQWKH6HFRQGDQG7KLUG$QDORJLHVRI([SHULHQFH
7KHILUVWDQDORJ\¶VDUJXPHQWVDERXWWKHVHPSLWHUQDOLW\RIVXEVWDQFHDUH
SUHVXSSRVHGLQWKHVHFRQGDQDORJ\ZKHUH.DQWH[SDQGVRQKLVFODLPWKDWDQ\WKLQJ
FRPLQJ WREHSUHVXSSRVHVVRPHWKLQJZKLFKDOUHDG\H[LVWHG([SDQGLQJRQKLVDUJXPHQWV
FRQFHUQLQJFKDQJHDQGDOWHUDWLRQ.DQWIRFXVHVRQWKHSRVVLELOLW\RIGHWHUPLQLQJ
DSSHDUDQFHVDVVXFFHVVLYHLQWKHVHFRQGDQDORJ\.DQWFRQWLQXHVKLVGLVFXVVLRQRI
FKDQJHDQGDOWHUDWLRQRIVXEVWDQFHVRUVWDWHVRIVXEVWDQFHVQRZVXJJHVWLQJWKDW
VXEVWDQFH³PDQLIHVWVLWVHOIEHWWHUDQGPRUHUHDGLO\WKURXJKDFWLRQWKDQWKURXJKWKH
SHUVLVWHQFHRIWKHDSSHDUDQFH´&35$%.DQWIRFXVHVRQFDXVDOLW\LQWKH
VHFRQGDQDORJ\PDLQWDLQLQJWKDW³WKHUHUHDOO\DUHQHFHVVDU\FRQQHFWLRQVEHWZHHQWKLQJV
DVWKH\DSSHDU´&35$%:KHUHYHUWKHUHLVDFWLRQZKLFKVLJQLILHVUHODWLRQVRI
FDXVHDQGHIIHFWWKHUHLVVXEVWDQFH$V .DQWH[SODLQVZKHQHYHUVRPHWKLQJKDSSHQVRU
FKDQJHV³WKHXOWLPDWHVXEMHFWRIWKHFKDQJHDEOHLVWKHUHIRUHWKDWZKLFKSHUVLVWVDVWKH
VXEVWUDWXPRIHYHU\WKLQJWKDWFKDQJHVLHWKHVXEVWDQFH´&35$%
.DQWGLIIHUHQWLDWHVEHWZHHQDSSUHKHQVLRQVLQYROYLQJDKDSSHQLQJDQG
DSSUHKHQVLRQVQRWLQYROYLQJDKDSSHQLQJ8QOLNHLQDQH[DPSOHRIDSSUHKHQVLRQ
LQYROYLQJD³KDSSHQLQJ´VXFKDVSHUFHLYLQJDVKLSVDLOLQJGRZQVWUHDPLQWKHVHULHVRI
WKHSHUFHSWLRQVRIDVWDWLRQDU\KRXVHWKHUHLVQRQHFHVVDU\GHWHUPLQDWHRUGHULQZKLFKWKH
 7KH6HFRQG$QDORJ\LVRQHRIWKHPRVWKHDYLO\VFUXWLQL]HGVHFWLRQVRIWKH)LUVW&ULWLTXHEXWLQ
WKLVWKHVLVLWZLOORQO\EHH[DPLQHGLQVRIDUDVLWDQWLFLSDWHVWKH7KLUG$QDORJ\

PDQLIROGPXVWEHDSSUHKHQGHGDQGFRPELQHG&35$%:LWKRUZLWKRXWD
KDSSHQLQJWKHV\QWKHVLVRIWKHPDQLIROGWKURXJKWKHLPDJLQDWLRQLVDOZD\VVXFFHVVLYH
)RUH[DPSOHZKHQDSSUHKHQGLQJWKHDSSHDUDQFHRIDKRXVHWKHDSSUHKHQVLRQLV
VXFFHVVLYHHYHQLIQRRQHZRXOGFRQFHGHWKDWWKHPDQLIROGRIWKHKRXVHLWVHOILV
VXFFHVVLYH&35$%+RZHYHUWKHRUGHUWKDWWKHUHSUHVHQWDWLRQVIROORZLVQRW
GHWHUPLQHGLQWKHLPDJLQDWLRQ2XULPDJLQDWLRQSODFHVRQHVWDWHEHIRUHWKH RWKHUEXWZH
FDQQRWGHWHUPLQHWKHREMHFWLYHUHODWLRQRIWKHDSSHDUDQFHV$V.DQWSXWVLW³WKH
DSSUHKHQVLRQRIWKHPDQLIROGRIDSSHDUDQFHLVDOZD\VVXFFHVVLYH7KHUHSUHVHQWDWLRQVRI
WKHSDUWVVXFFHHGRQHDQRWKHU:KHWKHUWKH\DOVRVXFFHHGLQWKHREMHFWLVDVHFRQGSRLQW
IRUUHIOHFWLRQZKLFKLVQRWFRQWDLQHGLQWKHILUVW´&35$%)RUD
VXFFHVVLRQRISHUFHSWLRQVWREHWDNHQDVWKHSHUFHSWLRQRIDQHYHQWZHPXVWDSSUHKHQG
WKDWRQHWKLQJZKLFKKDSSHQVIROORZVDQRWKHUWKLQJZKLFKSUHFHGHVLQDFFRUGDQFHZLWKD
UXOH³WKDW,FDQQRWDUUDQJHWKHDSSUHKHQVLRQRWKHUZLVHWKDQLQH[DFWO\WKLVVHTXHQFH´
&35$%.DQWH[SODLQVWKDWDQ\KDSSHQLQJPXVWEHWHPSRUDOO\UHODWHGWR
KDSSHQLQJVZKLFKSUHFHGHRUIROORZ7KHVHULHVRIKDSSHQLQJVFDQQRWEHUHYHUVLEOHDQG
WKHVWDWHZKLFKIROORZVPXVWIROORZWKHSUHFHGLQJVWDWHLQHYLWDEO\DQGQHFHVVDULO\
:KHQHYHUZHH[SHULHQFHWKDWVRPHWKLQJKDSSHQVZHPXVWSUHVXSSRVHWKDW
VRPHWKLQJHOVHSUHFHGHVDQGGHWHUPLQHVHDFKVWDWHLQWKHVHTXHQFHRIDSSHDUDQFHV³DQG
RQO\XQGHUWKLVSUHVXSSRVLWLRQDORQHLVWKHH[SHULHQFHRIVRPHWKLQJWKDWKDSSHQVHYHQ
SRVVLEOH´&35$%:LWKRXWQHFHVVDU\FRQQHFWLRQEHWZHHQWKDWZKLFKSUHFHGHV
DQGWKDWZKLFKIROORZV³DOOVHTXHQFHRISHUFHSWLRQZRXOGEHGHWHUPLQHGVROHO\LQ
 6HH &35$%

DSSUHKHQVLRQLHPHUHO\VXEMHFWLYHO\EXWLWZRXOGQRWWKHUHE\EHREMHFWLYHO\
GHWHUPLQHGZKLFKRIWKHSHUFHSWLRQVPXVWUHDOO\EHWKHSUHFHGLQJRQHDQGZKLFKWKH
VXFFHHGLQJRQH´&35$%$FFRUGLQJWR$OOLVRQ³WKHUHE\WKHUHLVDQRUGHUWR
RXUUHSUHVHQWDWLRQVHDFKSUHVHQWRQHSRLQWLQJWRDSUHFHGLQJVWDWHDVDFRUUHODWH
QHFHVVDULO\FRQQHFWHGLQWKHWHPSRUDOVHULHV´
.DQWDUJXHVWKDWWKURXJKUHODWLRQRIFDXVHWRHIIHFWDSSHDUDQFHVDQGRFFXUUHQFHV
DUHQHFHVVDULO\GHWHUPLQHGLQWLPH³WKHUHODWLRQRIFDXVHWRHIIHFWLVWKHFRQGLWLRQRIWKH
REMHFWLYHYDOLGLW\RIRXUHPSLULFDOMXGJPHQWVZLWKUHJDUGWRWKHVHULHVRISHUFHSWLRQV
WKXVRIWKHLUHPSLULFDOWUXWKDQGWKHUHIRUHRIH[SHULHQFH´&35$%7KH
SULQFLSOHRIFDXVDOUHODWLRQLQWKHVHTXHQFHRIDSSHDUDQFHVLVWKHJURXQGRIWKHSRVVLELOLW\
RIH[SHULHQFHLQYROYLQJFDXVDOO\FRQQHFWHGVXFFHVVLYHDSSHDUDQFHV ([SHULHQFHLWVHOILV
RQO\SRVVLEOHWR.DQWLI³ZHVXEMHFWWKHVHTXHQFHRIWKHDSSHDUDQFHVDQGWKXVDOO
DOWHUDWLRQWRWKHODZRI FDXVDOLW\´&35$%$OODLVH[SODLQVWKDW.DQWZDQWVWR
GLVPLVVWKHLGHDWKDWWKLQJVDVWKH\DSSHDUWRXVDUHPHUHPHQWDOLWHPVDQG³DUJXHVWKDW
WKHUHPXVWEHJHQXLQHFDXVDOUHODWLRQVEHWZHHQDSSHDUDQFHV´
.DQWSRLQWVRXWWKDWZKLOHWKHVHFRQGDQDORJ\PDLQO\IRFXVHVRQVXFFHVVLRQD
FDXVHFDQEHVLPXOWDQHRXVZLWKLWVHIIHFW$FDXVHGHWHUPLQHVWKHVWDWHVRIDQRWKHU
VXEVWDQFHEXWWKHFDXVHGRHVQRWKDYHWREHSULRUUDWKHUWKDQVLPXOWDQHRXVZLWKLWVHIIHFW
.DQWJLYHVDQRWKHUH[DPSOHWRLOOXVWUDWHVLPXOWDQHRXVFDXVHVDQGHIIHFWV
LI,FRQVLGHUDEDOOWKDWOLHVRQDVWXIIHGSLOORZDQGPDNHVDGHQWLQLWDVDFDXVHLW
LVVLPXOWDQHRXVZLWKLWVHIIHFW<HW,VWLOOGLVWLQJXLVKWKHWZRE\PHDQVRIWKH
 $OOLVRQ7UDQVFHQGHQWDO,GHDOLVP
 6HH&35$%
 $OODLV0DQLIHVW5HDOLW\

WHPSRUDO UHODWLRQRIWKHG\QDPLFDOFRQQHFWLRQ)RULI,OD\WKHEDOORQWKHSLOORZ
WKHGHQWIROORZVLWVSUHYLRXVO\VPRRWKVKDSHEXWLIIRUZKDWHYHUUHDVRQWKH
SLOORZKDVDGHQWDOHDGHQEDOOGRHVQRWIROORZLW7KHWHPSRUDOVHTXHQFHLV
DFFRUGLQJO\WKHRQO\HPSLULFDOFULWHULRQRIWKHHIIHFWLQUHODWLRQWRWKHFDXVDOLW\RI
WKHFDXVHWKDWSUHFHGHVLW&35 %
$VWKHH[DPSOHRIDEDOODQGSLOORZVKRZVFDXVDOUHODWLRQVKLSVGRQRWUHTXLUHSHUFHLYHG
VXFFHVVLRQ7KHWKLUGDQDORJ\ZKLFKZLOOEHWKHIRFXVRIWKLVFKDSWHUEXLOGVRQWKHLGHD
RIVLPXOWDQHRXVFDXVHVDQGHIIHFWV
7KHDUJXPHQWRIWKHWKLUGDQDORJ\FORVHO\SDUDOOHOVWKHDUJXPHQWRIWKHVHFRQG
DQDORJ\7KHVLPLODULW\KDVOHGPDQ\.DQWVFKRODUVWRGLVPLVVWKHWKLUG DQDORJ\DUJXLQJ
WKDWKDYLQJDZKROH VHFWLRQGHYRWHGWRVLPXOWDQHLW\LVUHGXQGDQW0HOQLFNIRUH[DPSOH
ZULWHVWKDWWKHVHSDUDWLRQRIWKHDUJXPHQWRIWKHVHFRQGDQGWKLUGDQDORJLHVLV³DUWLILFLDO
DQGIRUFHG´ %HQQHWWLVSDUWLFXODUO\VFDWKLQJZULWLQJWKDW ³WKHWKLUGDQDORJ\FRQFHUQLQJ
FRPPXQLW\GRHVQRWUHTXLUHH[WHQGHGGLVFXVVLRQ´EHFDXVHWKHDUJXPHQWRIWKHWKLUG
DQDORJ\³LVDIDLOXUHZKLFKLVQRWHYHQLQFLGHQWDOO\YDOXDEOHH[FHSWIRUDIHZIOLFNHUVRI
OLJKWZKLFKLWWKURZVRQWKHVHFRQGDQDORJ\´
$GGLWLRQDOO\LQWKHILUVWHGLWLRQRI.DQW¶V7UDQVFHQGHQWDO,GHDOLVP$OOLVRQGRHV
QRWFULWLFL]HRUGLVPLVVWKHWKLUGDQDORJ\+HLJQRUHVWKHVHFWLRQDOPRVWDOWRJHWKHU
0HQWLRQLQJWKHWKLUGDQDORJ\LQSDVVLQJ$OOLVRQVD\VQRPRUHDERXWWKHDQDORJ\WKDQWR
VD\WKDW.DQW³DSSHDUVWRWUHDWµWKLQJ¶DQGµVXEVWDQFH¶DVLIWKH\ZHUHLQWHUFKDQJHDEOH
WHUPVDQGWRXQGHUVWDQGE\µVXEVWDQFH¶HQGXULQJSK\VLFDOREMHFWV´ +RZHYHUE\WKH
 0HOQLFN$QDORJLHVRI([SHULHQFH
 %HQQHWW.DQW¶V$QDO\WLF
 +HQU\$OOLVRQ.DQW¶V7UDQVFHQGHQWDO,GHDOLVP$Q,QWHUSUHWDWLRQDQG'HIHQVH1HZ
+DYHQ<DOH8QLYHUVLW\3UHVV

QGHGLWLRQRI$OOLVRQ¶VERRNKHLQFOXGHVDODUJHVHFWLRQRQWKHWKLUGDQDORJ\FULWLFL]LQJ
RWKHUDXWKRUVIRUWKHLUGLVPLVVDORIWKHDQDORJ\$OOLVRQDFNQRZOHGJLQJWKDWWKHWKLUG
DQDORJ\FORVHO\PLUURUVWKHVHFRQGDQDORJ\DQGKDV³WKHDSSHDUDQFHRIUHGXQGDQF\
VWHPPLQJIURPWKHIDFWWKDWOLNHWKHVHFRQGDQDORJ\LWWRRGHDOVZLWKFDXVDOLW\DOEHLWRI
WKHUHFLSURFDOYDULHW\´ +RZHYHU$OOLVRQDUJXHVLQWKHVHFRQGHGLWLRQRI7UDQVFHQGHQWDO
,GHDOLVP WKDWWKHWKLUGDQDORJ\³KDVDGLVWLQFWDQGHTXDOO\HVVHQWLDOIXQFWLRQDVD
FRQGLWLRQRIH[SHULHQFH´ ,DJUHHZLWK$OOLVRQWKDWWKHWKLUGDQDORJ\LVLPSRUWDQWLQLWV
RZQULJKWUDWKHUWKDQDVPHUHO\DQHPEHOOLVKPHQWRIWKHVHFRQGDQDORJ\¶VDUJXPHQW
:DWNLQVHFKRHVWKHDUJXPHQWWKDWWKHWKLUGDQDORJ\FORVHO\IROORZVWKHVHFRQG
+RZHYHUKHGLIIHUVIURP0HOQLFNDQG%HQQHWWDVVHUWLQJWKDWWKHVLPLODULW\EHWZHHQWKH
WZRDQDORJLHV³PDNHVLWVXUSULVLQJWKDWWKHWKLUGDQDORJ\KDVEHHQFXUWO\GLVPLVVHGRU
HYHQLJQRUHGDOWRJHWKHUE\WKHYDVWPDMRULW\RIFRPPHQWDWRUVRQWKHVHFRQGDQDORJ\´
6LPLODUO\+DQQDDUJXHVWKDWHYHQWKRXJKWKHVHFRQGDQDORJ\LVNQRZQDVWKHPRVW
IDPRXVDQGLPSRUWDQWRIWKHDQDORJLHVWKHVHFRQGDQDORJ\LVQRWORJLFDOO\LQGHSHQGHQWRI
WKHILUVWDQGWKLUGDQDORJLHV³,QIDFW´DUJXHV+DQQD³WKHVHFRQGDQDORJ\LVERWK
FRQFHSWXDOO\DQGPHWDSK\VLFDOO\FRPSOHPHQWDU\WRWKHRWKHUWZRDQDORJLHVDQGFDQ
QHLWKHUEHXQGHUVWRRGLQWKHRU\QRUREWDLQLQUHDOLW\ZLWKRXWWKHP´ ,ZLOOVKRZWKDW
ZKHQZHORRNWR.DQW¶VODWHURUPRUHVFLHQWLILFZRUNVVXFKDV0HWDSK\VLFDO)RXQGDWLRQV
RI1DWXUDO6FLHQFH2SXV3RVWXPXPDQGWKH*HRJUDSK\WKHWKLUGDQDORJ\FDQQRORQJHU
 $OOLVRQ7UDQVFHQGHQWDO,GHDOLVP
 $OOLVRQ7UDQVFHQGHQWDO,GHDOLVP
 :DWNLQV0HWDSK\VLFVRI&DXVDOLW\
 +DQQD6FLHQFHDQG+XPDQ1DWXUH

EHFRQVLGHUHGUHGXQGDQW
,,, 6LPXOWDQHLW\DQG&RH[LVWHQFH
.DQWDUJXHVLQWKHWKLUGDQDORJ\WKDW³WKLQJVDUHVLPXOWDQHRXVLILQHPSLULFDO
LQWXLWLRQWKHSHUFHSWLRQRIRQHFDQIROORZWKHSHUFHSWLRQRIWKHRWKHUUHFLSURFDOO\´&35
%'LIIHULQJIURP.DQW¶VDUJXPHQWVLQWKHVHFRQGDQDORJ\LQWKHWKLUGDQDORJ\KH
DUJXHVWKDW³WKLQJVDUHVLPXOWDQHRXVLQVRIDUDVWKH\H[LVWDWRQHDQGWKHVDPHWLPH´&35
%PHDQLQJWKDWWKHRUGHURIWKHV\QWKHVLVRIDSSUHKHQVLRQRIWKLVPDQLIROGLV
LQGLIIHUHQW8QOLNHWKHLUUHYHUVLEOH RUGHURUDSSUHKHQVLRQLQH[SHULHQFHVRIVXFFHVVLRQ
.DQWDUJXHVWKDWWKHRUGHURIDSSUHKHQVLRQIRUVHYHUDOVXEVWDQFHVFRH[LVWLQJPXVWEH
LQGLIIHUHQWRUUHYHUVLEOHPHDQLQJWKDWDVHTXHQFHRIVWDWHVRIDIIDLUVPXVWEHUHYHUVLEOH
DQGFRXOGEHUHSUHVHQWHGLQ WKHRSSRVLWHRUGHU7KDWLVWKLQJVDUHVLPXOWDQHRXVLIRQH
FDQEHJLQWKHDSSUHKHQVLRQDW$DQGSURFHHGIURP$WKURXJK%&DQG'WR(DVZHOODV
IURP(WR$
.DQWXVHVGLUHFWLQJRXUJD]H LQGLIIHUHQWO\IURPWKH0RRQWRWKH(DUWKRUIURPWKH
(DUWKWR WKH0RRQDVDQH[DPSOHWRLOOXVWUDWHRXUH[SHULHQFHRIVLPXOWDQHLW\+HZULWHV
³,FDQGLUHFWP\SHUFHSWLRQILUVWWRWKH0RRQDQGVXEVHTXHQWO\WRWKH(DUWKRU
FRQYHUVHO\ILUVWWRWKH(DUWKDQGVXEVHTXHQWO\WRWKH0RRQDQGRQWKLVDFFRXQWVLQFHWKH
SHUFHSWLRQVRIWKHVHREMHFWVFDQIROORZHDFKRWKHUUHFLSURFDOO\,VD\WKDWWKH\H[LVW
VLPXOWDQHRXVO\´&35%7RKDYHWKHH[SHULHQFHRIWKH(DUWKDQGWKH0RRQ
 6HH&35 $

FRH[LVWLQJZHPXVWUHFRJQL]HWKDWZHFRXOGKDYHDSSUHKHQGHGWKHUHSUHVHQWDWLRQVRIWKH
(DUWKDQGWKH0RRQLQWKHUHYHUVHRUGHU)RUH[DPSOHZKHQRQHH[SHULHQFHVWKH
FRH[LVWHQFHRIWKH(DUWKDQGWKH0RRQRYHUDSHULRGRIWLPHRQHPLJKWILUVWEHJLQZLWKD
SHUFHSWLRQRIWKH(DUWKVXFFHHGHGE\WKH0RRQEXWLQRUGHUWRH[SHULHQFHFRH[LVWHQFHLW
PXVWKDYHEHHQSRVVLEOHWRILUVWSHUFHLYHWKH0RRQDQGWKHQWKH(DUWK$V:DUGH[SODLQV
³LWLV.DQWKROGVWKHUHFRJQLWLRQWKDWWKHRUGHURIP\DSSUHKHQVLRQFRXOGKDYHEHHQ
UHYHUVHGDWDQ\PRPHQWGXULQJP\DSSUHKHQVLRQRIWKHPDQLIROGZKLFKDORQHHQDEOHV
PHWRWKLQNWKDWZKLOHP\DSSUHKHQVLRQRIWKHPDQLIROGLVVXFFHVVLYHZKDW,DP
DSSUHKHQGLQJLVQRWLQVXFFHVVLRQEXWFRH[LVWHQFHLQVSDFH´
$V%pDWULFH/RQJXHQHVVHH[SODLQVHYHQLIZHPLJKWQHYHUSHUFHLYHWKH0RRQDW
WKHVDPHWLPHDVZHSHUFHLYHWKHVXUIDFHRIWKH(DUWKZHQHYHUWKHOHVVGRH[SHULHQFH
WKHVHREMHFWVDVVLPXOWDQHRXVO\H[LVWLQJ/RQJXHQHVVHZULWHV
ZHQHYHUWKHOHVVSHUFHLYHDVXEMHFWLYHVXFFHVVLRQLQDSSUHKHQVLRQDVDQREMHFWLYH
VLPXOWDQHLW\RIWKLQJVXQGHUVSHFLILFVWDWHVLIZHDUHDZDUHRIWKHVXEMHFWLYH
VXFFHVVLRQDVEHLQJRUGHULQGLIIHUHQW)RUH[DPSOHZHDUHDZDUHWKDWZHFRXOG
GLUHFWRXUJD]HLQGLIIHUHQWO\IURPWKHPRRQWRWKHHDUWKRUIURPWKHHDUWKWRWKH
PRRQ LWLVLQWKLVZD\WKDWHYHQWKRXJKZHPLJKWQHYHUSHUFHLYHDWWKHVDPH WLPH
WKHPRRQDWLWV]HQLWKDQGWKHVXUIDFHRIWKHHDUWKZHGRH[SHULHQFHWKHVHREMHFWV
DVVLPXOWDQHRXVO\H[LVWLQJ
6LPLODUO\$OODLVH[SODLQVWKDW³ZKHQRQHWKLQJLVFRH[LVWHQWZLWKDQRWKHUWKHIRUPHU
H[LVWVZKLOHZHDUHORRNLQJDWWKHODWWHU²LHWKHIRUPHUH[LVWVXQSHUFHLYHG´ $OODLV
 :DUG6WDUWLQJZLWK.DQW
 %pDWULFH/RQJXHQHVVH³.DQW¶V6WDQGSRLQWRQWKH:KROH'LVMXQFWLYH-XGJPHQW&RPPXQLW\
DQGWKH7KLUG$QDORJ\RI([SHULHQFH´LQ.DQWDQGWKH&RQFHSWRI&RPPXQLW\HGV&KDUOWRQ
3D\QHDQG/XFDV7KRUSH:RRGEULGJH%R\GHOO	%UHZHU /LPLWHG
 $OODLV0DQLIHVW5HDOLW\

DGGVWKDW³.DQWFRQWUDVWVWKHFRQWLQXHGH[LVWHQFHRIVLPXOWDQHRXVO\H[LVWLQJREMHFWVZLWK
RXUVXFFHVVLYHSHUFHSWLRQVRIVLPXOWDQHRXVO\H[LVWLQJREMHFWV´ :HGRQRWSHUFHLYHDOO
VLPXOWDQHRXVWKLQJVDWRQFHEXWXQOLNHSHUFHSWLRQVZKLFKFRPHWREHDQGFHDVHWREH
WKLQJVH[LVWHYHQZKHQZHDUHQRWORRNLQJDWWKHP
,9 7KRURXJKJRLQJ,QWHUDFWLRQ
$V.DQWH[SODLQV³VLPXOWDQHLW\LVWKHH[LVWHQFHRIWKHPDQLIROGDWWKHVDPHWLPH´
&35 %+RZHYHUWKHWKLUGDQDORJ\JRHVIXUWKHUWKDQVD\LQJVLPSO\WKDWREMHFWV
FRH[LVW.DQWFRQWHQGVWKDWZHFDQRQO\KDYHNQRZOHGJHRIREMHFWLYHVLPXOWDQHLW\RU
FRH[LVWHQFHLIZHDVVXPHWKDWVXEVWDQFHVVWDQGLQWKRURXJKJRLQJFRPPXQLW\RUPXWXDOO\
LQWHUDFWZLWKHDFKRWKHU7KHVLPXOWDQHLW\RIVXEVWDQFHVFDQRQO\EHFRJQL]HGLQ
H[SHULHQFHLIDOOVXEVWDQFHVLQDSSHDUDQFHDUHSUHVXSSRVHGWRVWDQGLQG\QDPLFDO
FRPPXQLW\VLPXOWDQHRXVO\GHWHUPLQLQJWKHSRVLWLRQRIRQHDQRWKHULQWLPH$VKH
DUJXHV³LWLVQHFHVVDU\IRUDOOVXEVWDQFHVLQDSSHDUDQFHLQVRIDUDVWKH\DUHVLPXOWDQHRXV
WRVWDQGLQWKRURXJKJRLQJFRPPXQLW\RILQWHUDFWLRQZLWKHDFKRWKHU´&35$%
1DJHOH[SODLQVWKDWWKHH[SHULHQFHRIREMHFWLYHFRH[LVWHQFHZKLFKLVHYLGHQWZKHQRQH
VXEVWDQFHDFWVRQDQRWKHUUHTXLUHVPRUHWKDQPHUHO\VXEVWDQFHVEHLQJLQWXLWHGDWWKH
VDPHWLPH$FFRUGLQJWR1DJHOZHDSSUHKHQGYDULRXVDSSHDUDQFHVDWWKHVDPHWLPHDOO
SUHVHQWWRJHWKHULQVHQVHDQG.DQWPXVWDQVZHU³ZKHWKHUWKH\FRH[LVWPHUHO\LQVHQVHRU
 $OODLV0DQLIHVW5HDOLW\
 1DJHO6WUXFWXUHRI([SHULHQFH 

LQWKHPDQLIROGRIDSSHDUDQFH´$V/RQJXHQHVVHH[SODLQV.DQW¶VSULQFLSOHFODLPLQWKH
WKLUGDQDORJ\LVWKDWDOOWKLQJVZHSHUFHLYHDVH[LVWLQJVLPXOWDQHRXVO\PXVW³H[LVWLQ
UHODWLRQVRIXQLYHUVDOLQWHUDFWLRQRULQ.DQW¶VWHUPVRIG\QDPLFDOFRPPXQLW\´ 
$FFRUGLQJWR.DQW³WKHUHODWLRQRIVXEVWDQFHVLQZKLFKWKHRQHFRQWDLQV
GHWHUPLQDWLRQVWKHJURXQGRIZKLFKLVFRQWDLQHGLQWKHRWKHULVWKHUHODWLRQRILQIOXHQFH
DQGLIWKHODWWHUUHFLSURFDOO\FRQWDLQVWKHJURXQGRIWKHGHWHUPLQDWLRQVRIWKHIRUPHULWLV
WKHUHODWLRQRIFRPPXQLW\RULQWHUDFWLRQ´&35%,QWKHWKLUGDQDORJ\.DQW
PDLQWDLQVWKDWDOOREMHFWVFRH[LVWLQJLQVSDFHDUHLQPXWXDOFDXVDOFRQQHFWLRQDFFRUGLQJ
ZLWKWKHODZRIFRPPXQLW\RUWKHSULQFLSOHRIFRH[LVWHQFH$V-D\5RVHQEHUJPDNHV
FOHDULWLVWKURXJKPXWXDOLQWHUDFWLRQWKDWLWHPVFDQEHLQDG\QDPLFDOFRPPXQLW\
FRPSRVLQJDFRPSRVLWHUDWKHUWKDQDPHUHFROOHFWLRQ 7R.DQWZLWKRXWFRPPXQLW\
SHUFHSWLRQVRIDSSHDUDQFHVLQVSDFHZRXOGEHEURNHQRIIIURPRQHDQRWKHU,IHYHU\
SHUFHSWLRQZHUHEURNHQRIIIURPDOOWKHRWKHUSHUFHSWLRQVH[SHULHQFHZRXOGVWDUWQHZ
ZLWKHYHU\QHZREMHFWZLWKRXWEHLQJFRQQHFWHGVSDWLDOO\RUUHODWHGWHPSRUDOO\ZLWKWKH
SUHYLRXVSHUFHSWLRQVRUREMHFWV .DQWUHLWHUDWHVWKDWKHGRHVQRWUHIXWHHPSW\VSDFH
EXWPDLQWDLQVWKDWLWFDQRQO\H[LVWZKHUHSHUFHSWLRQVGRQRWUHDFK³DQGWKXVZKHUHQR
HPSLULFDOFRJQLWLRQRIVLPXOWDQHLW\WDNHVSODFH7KHUHLWLVKDUGO\DQREMHFWIRURXU
SRVVLEOHH[SHULHQFH´&35$%
:DWNLQVH[SODLQVWKDWLQ.DQW¶VDFFRXQWRIPXWXDOLQWHUDFWLRQVXEVWDQFHVDQG
 1DJHO6WUXFWXUHRI([SHULHQFH
 /RQJXHQHVVH³.DQW¶V6WDQGSRLQWRIWKH:KROH'LVMXQFWLYH-XGJPHQW´
 -D\)5RVHQEHUJ$FFHVVLQJ.DQW$5HOD[HG,QWURGXFWLRQWRWKH&ULWLTXHRI3XUH5HDVRQ
1HZ<RUN2[IRUG8QLYHUVLW\3UHVV
 6HH&35 $%

WKHLUFDXVDOSRZHUVDUHLQGHSHQGHQWDQGGLVWLQFWIURPRQHDQRWKHUEXWRQHVXEVWDQFH¶V
FDXVDODFWLYLW\GHSHQGVRQWKHFDXVDODFWLYLW\RIDQRWKHUVXEVWDQFHDQGYLFHYHUVDWKH
VXEVWDQFHVLQYROYHGMRLQWO\GHWHUPLQLQJWKHLUVWDWHV :DWNLQVFRQWLQXHVH[SODLQLQJWKDW
ZKHQVXEVWDQFHVDFWH[HUFLVLQJWKHLUFDXVDOSRZHUVHDFKVXEVWDQFHGHSHQGVRQH[WHUQDO
FRQGLWLRQVEURXJKWDERXWE\WKHDFWLYLW\DQGFDXVDOSRZHUVRIRWKHUVXEVWDQFHVLQHDFK
SDUWLFXODUVLWXDWLRQ
:DWNLQVXVHVEDOOURRPGDQFLQJDQGWXJRIZDUWRLOOXVWUDWHWKHMRLQWRUUHFLSURFDO
GHWHUPLQDWLRQZKLFKXQGHUOLHVPXWXDOLQWHUDFWLRQ,QERWKFDVHVWKHHIIHFWUHTXLUHVDW
OHDVWWZRSHRSOHPRYLQJ³WRJHWKHULQFKRUHRJUDSKHGZD\VWRIRUPRQHSDLURIGDQFHUV
GRLQJWKHIR[WURWMXVWDVWZRWHDPVPXVWERWK EHSXOOLQJRQWKHVDPHURSHLQRSSRVLWH
GLUHFWLRQVIRULWWREHDJDPHRIWXJRIZDU´ 2QHSHUVRQDORQHFRXOGQRWGRWKHVH
DFWLYLWLHVWKHDFWLYLWLHVUHTXLUH³WKHMRLQWFDXVDODFWLYLW\RIDSOXUDOLW\RIDJHQWV´
/LNHZLVHWKLQJVUHSUHVHQWHGDVH[LVWLQJVLPXOWDQHRXVO\³PXVWUHFLSURFDOO\GHWHUPLQH
WKHLUSRVLWLRQLQRQHWLPHDQGWKHUHE\FRQVWLWXWHDZKROH´&35$%
.DQWDVVHUWVWKDWZHFRXOGQRWH[SHULHQFHVLPXOWDQHLW\LQDPDQLIROGRI
FRPSOHWHO\LVRODWHGVXEVWDQFHV7R.DQWVLPXOWDQHRXVVXEVWDQFHVPXVWPXWXDOO\
GHWHUPLQHHDFKRWKHUV¶SRVLWLRQLQWLPHVLPXOWDQHRXVO\FRQWDLQLQJ³WKHFDXVDOLW\RI
FHUWDLQGHWHUPLQDWLRQVLQWKHRWKHUDQGWKHHIIHFWVRIWKHFDXVDOLW\RIWKHRWKHU´&35
 (ULF:DWNLQV³0DNLQJ6HQVHRI0XWXDO,QWHUDFWLRQ6LPXOWDQHLW\DQGWKH(TXDOLW\RI$FWLRQ
DQG5HDFWLRQ´LQ.DQWDQGWKH&RQFHSWRI&RPPXQLW\HGV&KDUOWRQ3D\QHDQG/XFDV7KRUSH
:RRGEULGJH%R\GHOO	%UHZHU/LPLWHG
 :DWNLQV³0DNLQJ6HQVHRI0XWXDO,QWHUDFWLRQ´
 :DWNLQV³0DNLQJ6HQVHRI0XWXDO,QWHUDFWLRQ´
 :DWNLQV³0DNLQJ6HQVHRI0XWXDO,QWHUDFWLRQ´

$%$V,ZLOOVKRZLQWKHQH[WVHFWLRQIRUVLPXOWDQHLW\RIVXEVWDQFHVWREH
FRJQL]HGLQSRVVLEOHH[SHULHQFHWKHVXEVWDQFHVPXVWVWDQGLQHLWKHUPHGLDWHRU
LPPHGLDWHG\QDPLFDOFRPPXQLW\
9 ,PPHGLDWHYHUVXV0HGLDWH,QWHUDFWLRQEHWZHHQ'LVWDQW2EMHFWV
.DQWGHVFULEHVDVLWXDWLRQRIWKRURXJKJRLQJPXWXDOLQWHUDFWLRQWKURXJKRXWWKH
HQWLUHFRVPRVWKHLQWHUDFWLRQEHWZHHQWKH(DUWKDQGWKHRWKHUKHDYHQO\ERGLHV
([DPLQLQJWKHPXWXDOLQWHUDFWLRQEHWZHHQGLVWDQWREMHFWVVXFKDVWKH(DUWKDQGWKH
0RRQDVWKHJURXQGIRURXUSHUFHSWLRQRIWKHLUVLPXOWDQHLW\.DQWUHPDUNV WKDWVXFK
G\QDPLFDOFRPPXQLW\FRXOGEHHLWKHULPPHGLDWHRUPHGLDWH*UDKDP%LUGFODULILHV
.DQW¶VGLIIHUHQWLDWLRQEHWZHHQGLIIHUHQWW\SHVRIFRQWLQXLW\+HVXJJHVWVWKDWLPPHGLDWH
FRQWLQXLW\FRQFHUQVWKH³LPSHUVRQDOFRQWLQXLW\DQGLGHQWLW\RIREMHFWVRYHUWLPHZKHQ
WKH\DUHQRQFRQWLQXRXVO\SHUFHLYHG´ 0HGLDWHFRQWLQXLW\FRQFHUQVWKHSHUFHLYHU¶V
FRQWLQXLW\ZLWKWKHSHUFHLYHGREMHFWV
'XHWRWKHFRQWUDVWEHWZHHQPHGLDWHDQGLPPHGLDWHFRQWLQXLW\RULQWHUDFWLRQ,
ZLOODUJXHWKDWWKHµWKRURXJKJRLQJLQWHUDFWLRQ¶LVXQVSHFLILHGLQWKHWKLUGDQDORJ\:DWNLQV
XVHVWKHZRUGVµZHDN¶DQGµVWURQJ¶ZKHQGHVFULELQJWZRGLIIHUHQWW\SHVRIWKRURXJKJRLQJ
LQWHUDFWLRQWKDWUHODWHWRGLIIHUHQWW\SHV RIFRQWLQXLW\$FFRUGLQJWR:DWNLQVDZHDN
LQWHUSUHWDWLRQRIWKRURXJKJRLQJ LQWHUDFWLRQZRXOGFODLPWKDWLWFDQEHPHGLDWHO\WKDWHDFK
 *UDKDP%LUG7KH5HYROXWLRQDU\.DQW$&RPPHQWDU\RQWKH&ULWLTXHRI3XUH5HDVRQ
&KLFDJR2SHQ &RXUW
 (ULF:DWNLQV³.DQW¶V7KLUG$QDORJ\RI([SHULHQFH´.DQW6WXGLHQ QR

VXEVWDQFHDFWVRQDQGLVDFWHGRQE\HYHU\RWKHUVLPXOWDQHRXVVXEVWDQFH )URPDZHDN
LQWHUSUHWDWLRQVXEVWDQFHVZKLFKDUHQRWGLUHFWO\LQWHUDFWLQJZLWKHDFKRWKHUDUHLQ
PHGLDWHG\QDPLFDOFRPPXQLW\UDWKHUWKDQLPPHGLDWHG\QDPLFDOFRPPXQLW\
:DWNLQVVXJJHVWVWKDWFHOHVWLDOERGLHVDQGWKHOLJKWWKDWSDVVHVEHWZHHQWKHPFDQ
EHXVHGDVDQH[DPSOHRIKRZDZHDNLQWHUSUHWDWLRQFRXOGZRUN7KHOLJKWHVWDEOLVKHVD
µPHGLDWHFRPPXQLW\¶EHWZHHQWKHFHOHVWLDOERGLHV± DQGEHWZHHQRQHVHOIDQGWKHVH
ERGLHV:KLOHZHPD\QRWLQWHUDFWLPPHGLDWHO\ZLWKFHOHVWLDOERGLHVZHGRLQWHUDFW
LPPHGLDWHO\ZLWKWKHOLJKWWKDWDOORZVRXUSHUFHSWLRQRIWKHGLVWDQWREMHFWVDQGZKLFKLQ
WXUQLQWHUDFWVLPPHGLDWHO\ZLWKWKHFHOHVWLDOERGLHV7KXVZHDUH³LQLQWHUDFWLRQZLWK
WKHVHERGLHVPHGLDWHO\´
7RKHOSGLVWLQJXLVKEHWZHHQPHGLDWHDQGLPPHGLDWHUHFLSURFDOLQIOXHQFHRU
FRPPXQLW\:DWNLQVSURSRVHV WKHLGHDWKDWWKHUHODWLRQRIFRPPXQLW\DQGLQWHUDFWLRQFDQ
EHWUDQVLWLYH$OOLVRQDJUHHVDQGWDNHVµWUDQVLWLYHLQWHUDFWLRQ¶WRPHDQWKDW³LI$VWDQGVLQ
DG\QDPLFDOFRPPXQLW\ZLWK%DQG%ZLWK&WKHQ$DQG&DUHVLPLODUO\UHODWHGHYHQ
WKRXJKDSDUWIURPJUDYLWDWLRQDODWWUDFWLRQWKHUHPD\EHQRGLUHFWLQWHUDFWLRQEHWZHHQ
WKHP´$FFRUGLQJWR$OOLVRQ.DQWVXJJHVWVWKDWRQHFDQHVWDEOLVKDQREVHUYHU¶V
FRH[LVWHQFHZLWKUHPRWHREMHFWVLQVSDFHZLWKPHUHO\DPHGLDWHFRPPXQLW\DIIHFWHGE\
LQWHUYHQLQJUD\VRIOLJKW )URPDZHDNLQWHUSUHWDWLRQRIWKRURXJKJRLQJLQWHUDFWLRQWKH
RUGHULQ ZKLFKRUGHULQGLIIHUHQWSHUFHSWLRQVDUHSHUFHLYHGLVHPSLULFDOO\VLJQLILFDQWEXW
 :DWNLQV0HWDSK\VLFVRI&DXVDOLW\
 1DJHO6WUXFWXUHRI([SHULHQFH
 :DWNLQV0HWDSK\VLFVRI&DXVDOLW\
 $OOLVRQ7UDQVFHQGHQWDO,GHDOLVP
 $OOLVRQ7UDQVFHQGHQWDO,GHDOLVP

WKHVLJQLILFDQFHSHUWDLQVWRWKHSHUFHLYHUQRWWRWKHREMHFWVSHUFHLYHG$OWKRXJK
LQWHUDFWLQJVXEVWDQFHVDGGPDWHULDOFRQGLWLRQVDQGWKHUHE\JLYHHPSLULFDOVLJQLILFDQFHWR
WKHVSDWLDOFRQGLWLRQVXQGHUZKLFKVXEVWDQFHVDUHDSSUHKHQGHGWKHVLJQLILFDQFHGHSHQGV
RQZKDWWKHSHUFHLYHUGRHVDQGKRZWKHSHUFHLYHUHQFRXQWHUVWKHREMHFWV
:DWNLQVDUJXHVWKDWDVWURQJLQWHUSUHWDWLRQRIWKHWHUPWKRURXJKJRLQJ³ZRXOG
VXJJHVWWKDW HDFKVXEVWDQFHDFWVRQDQGLVDFWHGRQE\HYHU\RWKHUVLPXOWDQHRXVO\H[LVWLQJ
VXEVWDQFHLPPHGLDWHO\RUGLUHFWO\´ 5HODWLQJWRWKHVXEVWDQFHDUJXPHQWIURPWKHILUVW
DQDORJ\.DQWDUJXHVWKDWZHFDQQRWKDYHDQH[SHULHQFHRIHPSW\VSDFHDQGFODLPVWKDW
VXEVWDQFHHYHU\ZKHUHDOORZVXVWRSHUFHLYHRXUSRVLWLRQLQVSDFHDQGHVWDEOLVKWKH
VLPXOWDQHLW\DQGFRH[LVWHQFHRIHYHQGLVWDQWREMHFWV 7KHHPSKDVLVRQVXEVWDQFH
HYHU\ZKHUHOHDGV:DWNLQVWREHOLHYHWKDWPRUHWKDQPHGLDWHFRPPXQLW\LVLQYROYHGLQ
.DQW¶VWKRURXJKJRLQJLQWHUDFWLRQ:KLOHDZHDNLQWHUSUHWDWLRQKROGVWKDWLQWHUDFWLRQPD\
EHLQGLUHFWDVWURQJLQWHUSUHWDWLRQRIWKRURXJKJRLQJLQWHUDFWLRQPDLQWDLQVWKDWDOO
VXEVWDQFHVGLUHFWO\LQWHUDFWZLWKDOORWKHUVXEVWDQFHVWRVRPHGHJUHH)URPDVWURQJ
LQWHUSUHWDWLRQRIWKRURXJKJRLQJLQWHUDFWLRQPRUHWKDQPHUHO\DPHGLDWHFRPPXQLW\RI
REMHFWVDQGUD\VRIOLJKWLVQHFHVVDU\WRHVWDEOLVKDQREVHUYHU¶VFRH[LVWHQFHZLWKUHPRWH
REMHFWVLQVSDFH
$FFRUGLQJWRDVWURQJLQWHUSUHWDWLRQRIWKRURXJKJRLQJLQWHUDFWLRQDOO
VLPXOWDQHRXVVXEVWDQFHVPXVWVWDQGLQUHODWLRQVRIJHQXLQHG\QDPLFDOFRPPXQLW\DOO
VXEVWDQFHVPXWXDOO\FDXVLQJFHUWDLQGHWHUPLQDWLRQVRIDOORWKHUVXEVWDQFHV :DWNLQV
 :DWNLQV0HWDSK\VLFVRI&DXVDOLW\
 6HH&35$%
 6HH &35$%

LQVLVWVWKDWWKLVVWURQJHULQWHUSUHWDWLRQRIWKRURXJKJRLQJLQWHUDFWLRQLQYROYHVWKH
LQWHUDFWLRQRIPDWWHUDQGIRUFHV:DWNLQVSURSRVHVWKDW1HZWRQ¶VXQLYHUVDODWWUDFWLRQ
FRXOGEHWKHPRGHOIRUWKLVVWURQJLQWHUSUHWDWLRQDVFRXOGDQ\XQLYHUVDODWWUDFWLRQZKLFK
DOORZVWKDW³DQ\JLYHQVXEVWDQFHZLWKPDVVDQGORFDWHGLQDFRPPRQVSDFHDFWVRQDQG
LVDFWHGRQE\HYHU\RWKHUVXEVWDQFHZLWKPDVVIURPDQ\SRLQWLQVSDFHUHJDUGOHVVKRZ
ODUJHRUVPDOODQGKRZIDUDSDUWRUFORVHWRJHWKHUWKH\PD\EH´
:DWNLQVH[SODLQVWKDWDFFRUGLQJWRDVWURQJLQWHUSUHWDWLRQRIWKRURXJKJRLQJ
LQWHUDFWLRQLQRUGHUWRGHWHUPLQHWKDWDWDEOHDQGPDUVH[LVWVLPXOWDQHRXVO\LWZRXOG
KDYHWREHGHWHUPLQHGWKDWWKHWDEOHDQG0DUVLQWHUDFWGLUHFWO\RUWKDW0DUVH[HUWV
JUDYLWDWLRQDOIRUFHRQWKHWDEOHZKLOHWKHWDEOHH[HUWVJUDYLWDWLRQDOIRUFHRQ0DUV
$FFRUGLQJWRDZHDN LQWHUSUHWDWLRQRIWKRURXJKJRLQJLQWHUDFWLRQFRQQHFWLRQYLDJUDYLW\
LVQRWH[FOXGHGEXWDPHGLDWLQJFKDLQRILQWHUDFWLRQYLDWKHRWKHUVXEVWDQFHVOHDGLQJ
IURP0DUVWRWKHWDEOHZRXOGEHVXIILFLHQW
$OOLVRQDJUHHVZLWK:DWNLQVWKDWZHPXVWQRWHWKDWDSSHDOLQJWRXQLYHUVDO
JUDYLWDWLRQGRHVQRWSUHFOXGHWKHZHDNLQWHUSUHWDWLRQEHFDXVHWKHZHDNLQWHUSUHWDWLRQ
³DOORZVIRUERWKGLUHFWDQGLQGLUHFWLQWHUDFWLRQ´ ,QIDFW$OOLVRQDUJXHVWKDWWKHZHDN
LQWHUSUHWDWLRQPDNHVEHWWHUVHQVHRIWKHDUJXPHQWRIWKHWKLUGDQDORJ\DFFRUGLQJEHWWHU
ZLWKWKHWH[WZKHUH³.DQWKLPVHOIH[SOLFLWO\GLVWLQJXLVKHVEHWZHHQDQLPPHGLDWHDQG
PHGLDWHFRPPXQLW\DGLVWLQFWLRQWKDWUHPDLQVFRPSOHWHO\P\VWHULRXVRQWKHVWURQJ
 :DWNLQV0HWDSK\VLFVRI&DXVDOLW\
 :DWNLQV³7KLUG$QDORJ\´
 :DWNLQV³7KLUG$QDORJ\´
 $OOLVRQ7UDQVFHQGHQWDO,GHDOLVP

LQWHUSUHWDWLRQ´$W$%LQWKH&ULWLTXHRI3XUH5HDVRQ.DQWVHHPVWRDUJXH
WKDWWKHHVWDEOLVKPHQWRIDPHGLDWHFRPPXQLW\LVVXIILFLHQWIRUGHWHUPLQLQJFRH[LVWHQFH
.DQWDUJXHVWKDW
IURPRXUH[SHULHQFHVLWLVHDV\WRQRWLFHWKDWRQO\FRQWLQXRXVLQIOXHQFHLQDOO
SODFHVLQVSDFHFDQOHDGRXUVHQVHIURPRQHREMHFWWRDQRWKHUWKDWWKHOLJKWWKDW
SOD\VEHWZHHQRXUH\HVDQGWKHKHDYHQO\ERGLHVHIIHFWVDPHGLDWHFRPPXQLW\
EHWZHHQXVDQGWKHODWWHUDQGWKHUHE\SURYHVWKHVLPXOWDQHLW\RIWKHODWWHUDQGWKDW
ZHFDQQRWHPSLULFDOO\DOWHUDQ\SODFHSHUFHLYHWKLVDOWHUDWLRQZLWKRXWPDWWHU
HYHU\ZKHUHPDNLQJWKHSHUFHSWLRQRIRXUSRVLWLRQSRVVLEOHDQGRQO\E\PHDQVRI
LWVUHFLSURFDOLQIOXHQFHFDQLWHVWDEOLVKWKHLUVLPXOWDQHLW\DQGWKHUHE\WKH
FRH[LVWHQFHRIHYHQWKHPRVWGLVWDQWREMHFWVWKRXJKRQO\PHGLDWHO\&35
$%
6LPLODUWRKLVDUJXPHQWLQWKHILUVWDQDORJ\.DQWLVFOHDULQWKHWKLUGDQDORJ\WKDWRXU
H[SHULHQFHRIWKLQJVLQWKHZRUOGUHOLHVRQPDWWHUHYHU\ZKHUHZKLFKKHUHFUHDWHVD
PHGLDWHFRPPXQLW\WKDWPDNHVRXUSHUFHSWLRQRIGLVWDQWREMHFWVSRVVLEOH$V1DJHO
LQGLFDWHVDZHDNLQWHUSUHWDWLRQRIWKRURXJKJRLQJLQWHUDFWLRQDOORZVSHUFHLYHUVWREHWKH
PHGLDWRUVEHWZHHQREMHFWVWKDWFRH[LVWDOOWKLQJVLQH[SHULHQFHKDYLQJDFRQQHFWLRQZLWK
RQHDQRWKHUWKURXJKRXUH[SHULHQFH
+RZHYHURWKHUZRUNVVHHPWREHPRUHFRQVLVWHQWZLWKDVWURQJLQWHUSUHWDWLRQRI
WKRURXJKJRLQJLQWHUDFWLRQ:DWNLQVVXJJHVWVWKDW³LWLVTXLWHSRVVLEOHWKDW.DQWFRXOGEH
ERWKKROGLQJWKHZHDNLQWHUSUHWDWLRQKHUHZKLOHHOVHZKHUHDWWHPSWLQJWRGHPRQVWUDWH
XQLYHUVDODWWUDFWLRQ´ 7RLOOXVWUDWH.DQW¶VSUHIHUHQFHIRUDVWURQJLQWHUSUHWDWLRQ,ZLOO
WXUQWRWKH0HWDSK\VLFDO)RXQGDWLRQVRI1DWXUDO6FLHQFHZKHUH.DQWLQWURGXFHVPRYLQJ
 $OOLVRQ7UDQVFHQGHQWDO,GHDOLVP
 1DJHO6WUXFWXUHRI([SHULHQFH
 :DWNLQV0HWDSK\VLFVRI&DXVDOLW\

IRUFHVRIPDWWHUWRKLVGLVFXVVLRQRIWKRURXJKJRLQJLQWHUDFWLRQ7KHQ,ZLOOH[DPLQHWKH
3K\VLFDO*HRJUDSK\ZKHUH.DQWPDNHVLWFOHDUWKDWWKH(DUWKDQGWKH0RRQLQWHUDFWZLWK
RQHDQRWKHUWKURXJKUHODWLRQVRIPRYLQJIRUFHV
9, 7KH0HWDSK\VLFDO)RXQGDWLRQVRI1DWXUDO6FLHQFH
,QWKH0HWDSK\VLFDO)RXQGDWLRQVRI1DWXUDO6FLHQFH.DQWH[SDQGVRQKLV
ZULWLQJVLQWKHDQDORJLHVRIH[SHULHQFHJLYLQJPRUHFRQFUHWHH[SODQDWLRQVRIKRZPXWXDO
LQWHUDFWLRQFDQEHXQGHUVWRRG+H PDNHVLWFOHDUWKDWWKHH[SODQDWLRQRIWKHPRYLQJIRUFHV
RIPDWWHULVGLUHFWO\UHODWHGWRWKHDQDORJLHVRIH[SHULHQFH5HODWLQJWRWKHDQDORJLHVRI
H[SHULHQFH.DQWZULWHVWKDWWKHSURSRVLWLRQVRIWKH0HWDSK\VLFDO)RXQGDWLRQV ³SUHFLVHO\
DQVZHUWRWKHFDWHJRULHVRIVXEVWDQFHFDXVDOLW\DQGFRPPXQLW\LQVRIDUDVWKHVH
FRQFHSWVDUHDSSOLHGWRPDWWHU´0)16 7RUHFDS.DQWHVWDEOLVKHVLQWKH WKLUG
DQDORJ\WKDWDOODSSHDUDQFHVSHUFHLYHGDVH[LVWLQJVLPXOWDQHRXVO\H[LVWLQUHODWLRQVRI
LPPHGLDWHRUPHGLDWHWKRURXJKJRLQJUHFLSURFDOLQIOXHQFH7KHWKLUGDQDORJ\¶VLGHDRI
FRPPXQLW\LVHFKRHGLQWKH0HWDSK\VLFDO)RXQGDWLRQVZKHUH.DQWH[SODLQVWKDW³IURP
JHQHUDOPHWDSK\VLFVZHPXVWERUURZWKHSURSRVLWLRQWKDWDOOH[WHUQDODFWLRQLQWKHZRUOG
LVLQWHUDFWLRQ´0)16 
$OODLVLQVLVWVWKDW LWLVLQWKH0HWDSK\VLFDO)RXQGDWLRQV WKDW³.DQW¶VYLHZWKDW
PDWWHUDVDSSHDUDQFHFRQVLVWVRQO\RIUHODWLRQVRUIRUFHVLVIOHVKHGRXWLQJUHDWHVW
GHWDLO´$OODLVFRQWLQXHVH[SODLQLQJWKDWLQWKH0)16³.DQWH[SODLQVWKHVSDFH¿OOLQJ
 $OODLV0DQLIHVW5HDOLW\

SURSHUW\RIPDWWHULPSHQHWUDELOLW\LQWHUPVRIRSSRVHGIRUFHVUDWKHUWKDQVROLGLW\VD\LQJ
WKDWDWWUDFWLYHDQGUHSXOVLYHIRUFHVFRQVWLWXWHWKHHVVHQFHRIPDWWHU´ 6LPLODUO\
)ULHGPDQH[SODLQVWKDWLQWKH0)16¶VDFFRXQWRI G\QDPLFDOFRPPXQLW\DOOERGLHVRU
VXEVWDQFHVLQJHQXLQHG\QDPLFDOFRPPXQLW\FKDQJHUHODWLYHWRRQHDQRWKHUZKLOH WKH\
H[HUWHTXDODQGRSSRVLWHIRUFHVRQRQHDQRWKHUHDFKVXEVWDQFHFDXVLQJFHUWDLQ
GHWHUPLQDWLRQVLQWKHRWKHUVXEVWDQFHV$V.DQWZULWHV³DOODFWLYH UHODWLRQVRIPDWWHUV
LQVSDFHDQGDOOFKDQJHVRIWKHVHUHODWLRQVLQVRIDUDVWKH\PD\EHFDXVHV RIFHUWDLQ
DFWLRQVRUHIIHFWVPXVWDOZD\VEHUHSUHVHQWHGDVPXWXDO´0)16 5HODWLQJWRWKH
WKLUGDQDORJ\WKH0)16 PDNHVLWFOHDUWKDWDV)ULHGPDQSXWVLW³DUHODWLRQRILQWHUDFWLRQ
RFFXUVZKHQVXEVWDQFHVPXWXDOO\H[HUWLQIOXHQFHVRUH[WHUQDOIRUFHVRQRQHDQRWKHU´
,QWKH0)16.DQWLQWURGXFHVWZRIXQGDPHQWDOG\QDPLFDOIRUFHVDWWUDFWLRQDQG
UHSXOVLRQDVXQLYHUVDOSURSHUWLHVRIDOOPDWWHU$FFRUGLQJWR.DQW³QRFRPPXQLFDWLRQ RI
PRWLRQWDNHVSODFHH[FHSWLQVRIDUDVZHSUHVXSSRVHDFRPPXQLW\ RIWKHVHPRWLRQV´
0)16 $V.RQVWDQWLQ3ROORFNH[SODLQVWR.DQWPDWWHU³SUHVXSSRVHVDQRULJLQDO
DWWUDFWLRQRSSRVHGWRWKHRULJLQDOIRUFHRIH[SDQVLRQ´ 7KHFRQVWLWXWLRQRIRXWHUREMHFWV
LVGHWHUPLQHGE\WKLVFRQIOLFWRIIRUFHV
:DWNLQVXVHVELOOLDUGEDOOVDVDQH[DPSOHWRLOOXVWUDWHWKHFRQIOLFWRIMRLQWO\
H[HUFLVLQJIRUFHVZKHQRQHEDOOKLWVDQRWKHUWKHEDOOZKLFKLVKLWLVFDXVHGWRPRYHEXW
 $OODLV0DQLIHVW5HDOLW\
 )ULHGPDQ&RQVWUXFWLRQRI1DWXUH
 )ULHGPDQ&RQVWUXFWLRQRI1DWXUH
 .RQVWDQWLQ3ROORN³)DEULFDWLQJD:RUOGLQ$FFRUGDQFHZLWK0HUH)DQWDV\"7KH2ULJLQVRI
.DQW
V&ULWLFDO7KHRU\RI0DWWHU´7KH5HYLHZRI0HWDSK\VLFV QR
 3ROORN³)DEULFDWLQJD:RUOG´

VLPXOWDQHRXVO\WKHEDOOZKLFKFDXVHGWKHRWKHUEDOOWRPRYHHLWKHUVWRSVRUFKDQJHV
GLUHFWLRQLWVHOI ,Q:DWNLQ¶VRZQZRUGV³MXVWDV$DFWVRQ%FDXVLQJLWWRPRYHVRWRR%
DFWVRQ$FDXVLQJLWWRPRYHLQWKHRSSRVLWHGLUHFWLRQWKHDFWLRQRIWKHRQHUHTXLUHVWKH
UHDFWLRQRIWKHRWKHU´ :KHQWZREDOOVFRPPXQLFDWHWKHFRPPXQLFDWLRQRIPRWLRQLV
WKH ZKROHHIIHFWZKLFKLVEURXJKWDERXWE\DFWLRQDQGUHDFWLRQFRRUGLQDWLQJZLWKHDFK
RWKHULQDVSHFLILFZD\VXFKWKDWWKH\DUHHTXDO6LPLODUWRKRZVLPXOWDQHRXVVXEVWDQFHV
PXVWEHLQPXWXDOLQWHUDFWLRQMRLQWO\GHWHUPLQLQJHDFKRWKHU¶VVWDWHV:DWNLQVDUJXHVWKDW
DFWLRQDQGUHDFWLRQDUHGLVWLQFWIRUFHVWKDWUHTXLUHHDFKRWKHUMRLQWO\FDXVLQJWKH
FRPPXQLFDWLRQRIPRWLRQEHWZHHQERGLHV .DQWH[SODLQVWKDW³LQDOOFRPPXQLFDWLRQRI
PRWLRQDFWLRQDQGUHDFWLRQDUHDOZD\VHTXDOWRRQHDQRWKHU´0)16 
:DWNLQVSRLQWVRXWWKDWWKHVWURQJLQWHUSUHWDWLRQRIWKRURXJKJRLQJLQWHUDFWLRQFDQ
EHVXSSRUWHGE\.DQW¶V0)16 ³VLQFHWKDWZRUNSUHVHQWVDUJXPHQWVIRUXQLYHUVDO
DWWUDFWLRQ´ 8QOLNHLQWKHWKLUGDQDORJ\LQWKH0)16.DQWVSHFLILFDOO\UHIHUVWR
JUDYLWDWLRQDVDXQLYHUVDOIRUFHH[SODLQLQJWKDW³WKHDFWLRQ RIWKHXQLYHUVDODWWUDFWLRQ
LPPHGLDWHO\H[HUWHGE\HDFKPDWWHURQDOOPDWWHUVDQGDWDOOGLVWDQFHVLVFDOOHG
JUDYLWDWLRQ´0)16 7R.DQWWKHXQLW\RIDOO VLPXOWDQHRXVDSSHDUDQFHVLQWLPHLV
DSURGXFWRIUHDOUHODWLRQVRILQWHUDFWLRQEHWZHHQFRH[LVWLQJSKHQRPHQDOVXEVWDQFHV
:DWNLQVH[SODLQVWKDW.DQWZRXOGKROGWKHVWURQJLQWHUSUHWDWLRQ³LI.DQWUHDOO\GRHVZDQW
WRUHVWULFWWKHWKLUGDQDORJ\WRVSDWLDOVXEVWDQFHVDQGLIKHHVWDEOLVKHVLQWKH0HWDSK\VLFDO
)RXQGDWLRQV WKDWHYHU\VSDWLDOVXEVWDQFHLVLPPHGLDWHO\UHODWHGWRHYHU\RWKHUVXEVWDQFH
 :DWNLQV³0DNLQJ6HQVHRI0XWXDO,QWHUDFWLRQ´
 :DWNLQV³0DNLQJ6HQVHRI0XWXDO,QWHUDFWLRQ´
 :DWNLQV0HWDSK\VLFVRI&DXVDOLW\

YLDWKHPXWXDOLQWHUDFWLRQRIJUDYLW\´ +RZHYHU LWPXVWEHQRWHGRQFHDJDLQWKDWWKH
ZHDNLQWHUSUHWDWLRQLVQRWLQFRQVLVWHQWZLWKWKH0)16 VLQFH³WKHZHDNLQWHUSUHWDWLRQ
DOORZVIRUERWKPHGLDWHDQGLPPHGLDWHPXWXDOLQWHUDFWLRQ´ :DWNLQVH[SODLQVWKDWLWLV
SRVVLEOHIRU.DQWWRKROGWKHZHDNLQWHUSUHWDWLRQLQVRPHSODFHVZKLOHKHDWWHPSWVWR
GHPRQVWUDWHXQLYHUVDODWWUDFWLRQHOVHZKHUH ,QWKHQH[WVHFWLRQ,ZLOOFRQWUDVW.DQW¶V
H[DPSOHRIWKH(DUWKDQGWKH0RRQLQWKHWKLUGDQDORJ\ZLWKKLVGHVFULSWLRQRIWKH(DUWK
DQGWKH0RRQLQWKH*HRJUDSK\,QWKHWKLUGDQDORJ\WKHH[DPSOHRIWKH(DUWKDQGWKH
0RRQPD\IDYRXUDZHDNLQWHUSUHWDWLRQEXWWKHLQWHUDFWLRQEHWZHHQWKHKHDYHQO\ERGLHV
LQWKH*HRJUDSK\ IDYRXUVDVWURQJLQWHUSUHWDWLRQ
9,, 7KH(DUWKDQGWKH0RRQ
$WWKHVDPHWLPHDVKLVPHWDSK\VLFVVKDSHVKLVXQGHUVWDQGLQJRIJHRJUDSK\
JHRJUDSKLFDOH[SODQDWLRQVDUHXVHGDVPHWDSKRUVWKURXJKRXW.DQW¶VSKLORVRSKLFDOZRUNV
,EHOLHYHWKDW.DQW¶VPRUHHPSLULFDOZRUNVVXFKDVKLV*HRJUDSK\DUHQHFHVVDU\IRU
SURSHUO\XQGHUVWDQGLQJKLVPHWDSK\VLFDOZULWLQJV 7KHUHIRUH,ZLOOVKRZKRZ.DQW
H[SDQGVRQKLV(DUWKDQG0RRQH[DPSOHIURPWKHWKLUGDQDORJ\LQWKH*HRJUDSK\RQFH
DJDLQXVLQJWKHLQWHUDFWLRQEHWZHHQWKH(DUWKDQGWKH0RRQWRLOOXVWUDWHWKH
FRPPXQLFDWLRQEHWZHHQGLVWDQWREMHFWV'RLQJVR,KRSHWRVKHGPRUHOLJKWRQWKH
LPSRUWDQFHRIGLVWLQJXLVKLQJPHGLDWHLQWHUDFWLRQIURPLPPHGLDWHLQWHUDFWLRQ
 :DWNLQV0HWDSK\VLFVRI&DXVDOLW\
 :DWNLQV0HWDSK\VLFVRI&DXVDOLW\
 :DWNLQV0HWDSK\VLFVRI&DXVDOLW\

,QWKH0)16.DQWH[SODLQVWKDW³ZKHQWKHHDUWKLPPHGLDWHO\LPSHOVWKHPRRQWR
DSSURDFKLWWKHHDUWKDFWVRQDWKLQJWKDWLVPDQ\WKRXVDQGVRIPLOHVDZD\IURPLW´
0)16 .DQWH[SDQGVRQWKHFOHDULQWHUDFWLRQEHWZHHQWKH(DUWKDQGWKH0RRQLQ
WKH3K\VLFDO*HRJUDSK\ZKHUHKHH[SODLQVWKDWWKH0RRQ¶VLQIOXHQFHRQWKH(DUWKFDQEH
VHHQE\VWXG\LQJWKHWLGHV .DQWH[SODLQVWKDW³RQWKH(DUWKHYHU\WKLQJKDV LWVZHLJKW
WRZDUGVWKHFHQWHU´3* $OOSDUWVRIWKH(DUWKDUHDWWUDFWHGWRRQHDQRWKHUZLWK
HYHU\ERG\RQ(DUWKDWWUDFWLQJDOOWKHRWKHUERGLHVRQ(DUWK$OOERGLHVWRWKHVPDOOHVW
LQVHFWDWWUDFWDQGUHSXOVHRWKHUERGLHVEXWWKHJUHDWHUWKHPDVVRIDERG\WKHJUHDWHUWKH
ERG\¶VDWWUDFWLRQ-XVWDVWKHHDUWKDWWUDFWVVPDOOHUREMHFWVOLNHVWRQHVVRWRRGRVWRQHV
DQGLQVHFWVDWWUDFWWKHHDUWKZLWKVLPLODUWKRXJKPXFKVPDOOHUIRUFH$V.DQW
LOOXVWUDWHV³VLQFHWKH(DUWKKDVE\IDUWKHJUHDWHVW PDVVRIDOOERGLHVRQLWLWPXVWDWWUDFW
RWKHUERGLHVPRUHVWURQJO\WKDQGRHVDQ\RWKHUDQGLWLVLQWKLVZD\WKDWWKHJUDYLWDWLRQRI
DOOERGLHVWRZDUGVWKH(DUWKLVEURXJKWDERXW´3*
$WWKHVDPHWLPHDVWKHDWWUDFWLRQRIWKH(DUWKPDQLIHVWVLWVHOIRQWKH0RRQ.DQW
H[SODLQVLWLVDSSDUHQWWKDWWKHDWWUDFWLRQRIWKH0RRQPDQLIHVWVLWVHOILQWKHOLTXLGVRIWKH
(DUWKEHFDXVHWKHZDWHULQWKHVHDVLVQRWDWWKHVDPHOHYHORQWKHVLGHRIWKH(DUWKIDFLQJ
WKH0RRQDVRQWKHVLGHVRIWKH(DUWKQRWIDFLQJWKH 0RRQ3*$FFRUGLQJWR
.DQWWKHZDWHUULVHVRQWKHVLGHWXUQHGWRZDUGVWKH0RRQEHFDXVHWKH0RRQ¶VDWWUDFWLRQ
PDNHVWKHZDWHUOLJKWHULQUHODWLRQWRWKH(DUWK.DQWFODLPVLQKLV3K\VLFDO*HRJUDSK\
WKDWWKHZDWHUZRXOGEHDWWKHVDPHOHYHO HYHU\ZKHUHDQGDOZD\VLIWKH0RRQ¶VDWWUDFWLRQ
 6HH3* 
 6HH 3* 
 )ULHGPDQ&RQVWUXFWLRQRI1DWXUH

ZDVQRWVWURQJHURQWKHVLGHRIWKH(DUWKIDFLQJWKH0RRQWKDQRQWKHVLGHRIWKH(DUWK
IDFLQJDZD\IURPWKH0RRQ +HFODLPVWKDW³DVDUHVXOWWKHPRWLRQRIWKHZDWHUDW
KLJKDQGORZWLGHVH[WHQGVWRWKHERWWRPRIWKHVHDDQGSURGXFHVHIIHFWVVXFKDVWKH
ZDYHVDUHLQFDSDEOHRIHIIHFWLQJ´3*$VWKHVHSDVVDJHVVKRZWKHDWWUDFWLRQRI
WKH0RRQLVSHUFHSWLEOHE\RQO\DIHZERGLHVRQ(DUWK(YHQWKRXJKWKLQJVRQWKH(DUWK
DUHFORVHUWRWKH(DUWKWKDQWRWKH0RRQWKHDWWUDFWLRQRIWKH0RRQGRHVPDQLIHVWLWVHOI
DVLVHYLGHQWLQWKHFDVHRIOLTXLGVVXFKDVZDWHU3* 
)ULHGPDQDUJXHVWKDW.DQW¶VLOOXVWUDWLRQRIWKH(DUWKDQGWKH0RRQDVDQH[DPSOH
RIG\QDPLFDOFRPPXQLW\LVFRQVLVWHQWZLWKD³DVLWXDWLRQRIWKRURXJKJRLQJPXWXDO
LQWHUDFWLRQWKURXJKRXWWKHHQWLUHFRVPRV± LQFOXGLQJDQLQWHUDFWLRQEHWZHHQWKH(DUWKDQG
WKHRWKHUKHDYHQO\ERGLHVE\PHDQVRIZKLFKRXURZQUHODWLYHSRVLWLRQDQGPRWLRQRIWKH
(DUWKZLWKLQWKHFRVPRVLVGHWHUPLQHG´$FFRUGLQJWRDVWURQJLQWHUSUHWDWLRQRI
WKRURXJKJRLQJLQWHUDFWLRQWKHXQLW\RIDOOVLPXOWDQHRXVDSSHDUDQFHVLVDSURGXFWRIUHDO
UHODWLRQVEHWZHHQFRH[LVWLQJSKHQRPHQDOVXEVWDQFHV
$OOLVRQSRLQWVRXWWKDWZKLOH.DQWRIWHQGHSLFWVLQWHUDFWLRQDVDUHODWLRQEHWZHHQ
WZRVXEVWDQFHVZHPXVWUHPHPEHUWKDWWKLVLVDVLPSOLILHGZD\WRH[SODLQZKDWKHPHDQV
E\FRPPXQLW\:DWNLQVLVDOVRWURXEOHGE\WKHSUREOHPRIPXOWLSOHVXEVWDQFHVDQG
ZRUULHVWKDW³VLQFHZHKDYHUHVWULFWHGRXUGLVFXVVLRQWRRQO\WZRVXEVWDQFHVLWOHDYHV
RSHQWKHTXHVWLRQRIZKHWKHUFRQVLGHULQJPRUHFRPSOH[VFHQDULRVFKDQJHVKRZPXWXDO
LQWHUDFWLRQPXVWEHXQGHUVWRRG´ $OOLVRQUHPLQGVXVWKDWWR.DQW³WKHG\QDPLFDO
 6HH3* 
 )ULHGPDQ&RQVWUXFWLRQRI1DWXUH
 :DWNLQV0HWDSK\VLFVRI&DXVDOLW\

FRPPXQLW\LVFRPSRVHGRIDOOWKHVXEVWDQFHVWKDWFRH[LVWWKURXJKRXWDVWUHWFKRIWLPHDQG
RQO\WKHLQWHUDFWLRQRIWKHFRPSOHWHVHWRIWKHVHVXEVWDQFHVLVVXIILFLHQWWRGHWHUPLQHWKHLU
FRH[LVWHQFH´ 7KHUHIRUHDVVHUWV$OOLVRQLWLVLPSRUWDQWWRQRWHWKDWWKH(DUWKDQGWKH
0RRQFRH[LVWQRWRQO\ZLWKHDFKRWKHUEXWFRQVWLWXWHDFRPPXQLW\FROOHFWLYHO\ZLWKDOO
FRH[LVWLQJVXEVWDQFHV .DQWKLPVHOIDGGUHVVHVWKHPXOWLSOLFLW\SUREOHPLQWKH0)16
ZLWKWKHH[DPSOHRIDFDVNRIEHHU
WKHWKLQJRQHFDOOVPRYLQJPXVWWRWKDWH[WHQWEHFRQVLGHUHGDVDXQLW\)RU
H[DPSOHWKDWPDWWHUDVDFDVNRI EHHULVPRYHGPHDQVVRPHWKLQJGLIIHUHQWIURP
WKHEHHULQWKHFDVN EHLQJLQPRWLRQ7KHPRWLRQRIDWKLQJLVQRWWKHVDPHDV
PRWLRQLQWKLVWKLQJEXWKHUHZHDUHFRQFHUQHGRQO\ZLWKWKHIRUPHUFDVH%XWWKH
DSSOLFDWLRQRIWKLVFRQFHSWWRWKHVHFRQGFDVH LVWKHQHDV\´0)16 
6LPLODUO\WKHZDWHURQWKH(DUWKLVVRPHWLPHVFRQVLGHUHGDVSDUWRIWKH(DUWKDQG
VRPHWLPHVVHSDUDWHIURPWKH(DUWKGHSHQGLQJRQZKLFKPRWLRQZHDUHFRQFHUQHGZLWK
,Q.DQW¶VWKHRU\RIWKRURXJKJRLQJLQWHUDFWLRQZHFDQDSSHDOHLWKHUWRWKH UROHRI
XQLYHUVDOJUDYLWDWLRQRUWKHUROHRIOLJKWLQRXUSHUFHSWLRQWRXQGHUVWDQGKRZVXEVWDQFHV
VWDQGLQFRPPXQLW\ZLWKRQHDQRWKHU$ZHDNLQWHUSUHWDWLRQRIWKRURXJKJRLQJLQWHUDFWLRQ
LVFRQVLVWHQWZLWKWKHDUJXPHQWVRIWKHWKLUGDQDORJ\$OWHUQDWLYHO\ LQWKH3K\VLFDO
*HRJUDSK\.DQW¶VGHVFULSWLRQRIWKH(DUWKDQGWKH0RRQLVPRUHFRQVLVWHQWZLWKWKH
VWURQJLQWHUSUHWDWLRQEHFDXVHWKHKHDYHQO\ERGLHVDUHFRQQHFWHGWRRQHDQRWKHUUHJDUGOHVV
RIWKHLUFRQQHFWLRQVZLWKSHUFHLYHUVOLNHXV :KLOH.DQWKLQWVLQ WKH&ULWLTXHRI3XUH
5HDVRQ WKDWWKHUHLVPRUHWRLQWHUDFWLRQWKDQWKHSURSDJDWLRQRIOLJKWLQRWKHUZRUNVVXFK
DVWKH0HWDSK\VLFDO)RXQGDWLRQVRI1DWXUDO6FLHQFHWKH3K\VLFDO*HRJUDSK\DQGDV
 $OOLVRQ7UDQVFHQGHQWDO,GHDOLVP
 $OOLVRQ7UDQVFHQGHQWDO,GHDOLVP

ZLOOEHVKRZQLQFKDSWHUWKUHH2SXV3RVWXPXPLWLVFOHDUWKDW.DQWSUHIHUVDVWURQJHU
LQWHUSUHWDWLRQRIWKRURXJKJRLQJLQWHUDFWLRQIRUWKHDWWUDFWLRQDQGUHSXOVLRQRIFRQVWDQWO\
PRYLQJIRUFHVRIPDWWHUWKURXJKRXWDOORIVSDFH
9,,, &RQFOXVLRQRI&KDSWHU7ZR
'LVWLQJXLVKLQJEHWZHHQZHDNDQGVWURQJLQWHUSUHWDWLRQVRIWKRURXJKJRLQJ
LQWHUDFWLRQLVLPSRUWDQWLQFODULI\LQJ.DQW¶VZULWLQJRQLQWHUDFWLQJREMHFWVHVSHFLDOO\
WKRVHWKDWDUHDWDJUHDWGLVWDQFHIURPRQHDQRWKHU$V,KDYHVKRZQWKHUHLVGLVDJUHHPHQW
DERXWZKHWKHU.DQWSUHIHUVDZHDNRUVWURQJLQWHUSUHWDWLRQRIWKRURXJKJRLQJLQWHUDFWLRQ
$OOLVRQPDLQWDLQVWKDWWKHZHDNLQWHUSUHWDWLRQLVVXIILFLHQWIRUWKHWKLUGDQDORJ\:DWNLQV
GLVDJUHHVVWDWLQJWKDW
LI.DQWUHDOO\GRHVZDQWWRUHVWULFWWKHWKLUGDQDORJ\WRVSDWLDOVXEVWDQFHVDQGLIKH
HVWDEOLVKHVLQWKH0HWDSK\VLFDO)RXQGDWLRQV WKDWHYHU\VSDWLDOVXEVWDQFHLV
LPPHGLDWHO\UHODWHGWRHYHU\RWKHUVXEVWDQFHYLDWKHPXWXDOLQWHUDFWLRQRIJUDYLW\
WKHQ.DQW ZRXOGLQIDFWKROGWKHVWURQJLQWHUSUHWDWLRQZKHWKHUKHLQWHQGVWREH
DUJXLQJIRULWLQWKH&ULWLTXH RUQRW
,DJUHHZLWK:DWNLQV¶DUJXPHQWWKDWZKLOHWKHWH[WRIWKHWKLUGDQDORJ\PD\IDYRXUWKH
ZHDNLQWHUSUHWDWLRQVXSSRUWIRUWKHVWURQJLQWHUSUHWDWLRQFDQEHIRXQGLQZRUNVVXFKDV
7KH0HWDSK\VLFDO)RXQGDWLRQVRI1DWXUDO6FLHQFHDQGWKH 3K\VLFDO*HRJUDSK\ZKLFK
SUHVHQWDUJXPHQWVIRUXQLYHUVDODWWUDFWLRQ ,QP\WKLUGFKDSWHU,ZLOODUJXHWKDW.DQW¶V
SUHIHUHQFHIRUDVWURQJLQWHUSUHWDWLRQEHFRPHVHYHQFOHDUHULQWKHHWKHUGHGXFWLRQVRI
2SXV3RVWXPXP
 :DWNLQV³0RGHORI&DXVDOLW\´
 :DWNLQV³0RGHORI&DXVDOLW\´

&+$37(57+5((
, ,QWURGXFWLRQWR&KDSWHU7KUHH
$V,VKRZHGLQFKDSWHURQHDQGFKDSWHUWZRWR.DQWWKHXQLW\LQRXUH[SHULHQFH
RIDZRUOGRILQWHUDFWLYHREMHFWVFDQEHDFFRXQWHGIRUE\VXJJHVWLQJWKDWWKHUHLVPDWHULDO
VXEVWUDWXPRUDQDOOHQFRPSDVVLQJPDWHULDOILHOGRIDFWLYLW\,QRWKHUZRUGVRXU
SHUFHSWLRQRIREMHFWVLQVSDFHLVSDUWRIDV\VWHPRIH[SHULHQFHZKLFK.DQWH[SODLQVPXVW
FRPHRXWRIDV\VWHPRIPRYLQJIRUFHVZKLFKDWWUDFWDQGUHSXOVHRQHDQRWKHU$VD
QHFHVVDU\FRQGLWLRQRISRVVLEOHH[SHULHQFHRIWKHFRQVWDQWO\FKDQJLQJ SK\VLFDOZRUOG
.DQWH[SODLQVWKDWWKHUHPXVWEHVRPHWKLQJZKLFKLVDOZD\VLQH[LVWHQFHRIZKLFKDOO
VXEVWDQFHVDQGFKDQJHVDUHPHUHO\GHWHUPLQDWLRQV([SDQGLQJRQKLVFRQFHSWLRQVRI
VXEVWDQFHVXFFHVVLRQDQGFRPPXQLW\LQWKH&ULWLTXHRI3XUH5HDVRQ.DQW¶VFRQFHSWLRQ
RIHWKHULQ2SXV3RVWXPXP VKRXOGEHXQGHUVWRRGDVWKHDOZD\VSHUVLVWLQJPDWHULDOLQ
ZKLFKWKRURXJKJRLQJLQWHUDFWLRQWDNHVSODFH,ZLOODUJXHWKDW.DQW¶VHWKHUGHGXFWLRQLV
DQWLFLSDWHGE\KLV DUJXPHQWIRUWKHH[LVWHQFHRIRPQLSUHVHQWVXEVWDQFHLQWKHDQDORJLHVLQ
WKH&ULWLTXHRI3XUH5HDVRQ 7KLVFKDSWHUZLOOVKRZWKHLPSRUWDQFHRIHWKHULQWKH
QHFHVVDU\FRQGLWLRQVRISRVVLEOHH[SHULHQFHDUJXLQJWKDWZKLOHWKHHWKHUFDQQRWEH
SURYHQE\WKHDUJXPHQWVRIWKHDQDORJLHV.DQW¶VHWKHUSURRIVDUHDQHFHVVDU\DGGLWLRQWR
WKHDQDORJLHVRIH[SHULHQFHLQWKH&ULWLTXHRI3XUH5HDVRQ
 %U\DQ+DOO³$5HFRQVWUXFWLRQRI.DQW¶V(WKHU'HGXFWLRQLQhEHUJDQJ´%ULWLVK-RXUQDO
IRUWKH+LVWRU\RI3KLORVRSK\ QR

,, %DFNJURXQGRQWKH2SXV3RVWXPXP
/DWHLQKLVFDUHHU.DQWJUHZLQFUHDVLQJO\ZRUULHGWKDWWKHUHZDVDJDSLQKLV
SKLORVRSKLFDOV\VWHP7KLVZRUU\OHG KLPWREHJLQDZRUN WLWOHG³7KH7UDQVLWLRQIURPWKH
0HWDSK\VLFDO)RXQGDWLRQVRI1DWXUDO6FLHQFHWR3K\VLFV´8QIRUWXQDWHO\.DQWGLGQRW
OLYHORQJHQRXJKWRILQLVKWKLVZRUNEXWKLVXQILQLVKHGPDQXVFULSWLVDYDLODEOHZLWKLQWKH
FRPSLODWLRQRIXQILQLVKHGZRUNVWLWOHG2SXV3RVWXPXP*X\HUH[SODLQVWKDWWKHSKUDVH
2SXV3RVWXPXP GRHVQRWUHIHUWRDOORI.DQW¶VSRVWKXPRXVO\SXEOLVKHGZULWLQJEXW
UDWKHUWRDVSHFLILFVHWRIPDQXVFULSWVIRUDZRUNRIWKHµWUDQVLWLRQ¶IURPµPHWDSK\VLFDO
SULQFLSOHVRIQDWXUDOVFLHQFH¶WRDFWXDOSK\VLFVRQZKLFKKHZRUNHGZLWKRXWEULQJLQJLWWR
FRPSOHWLRQIURPXQWLOD\HDUEHIRUHKLVGHDWKLQ´ :LWKLQWKLVZRUNDUH
.DQW¶VHWKHUSURRIVZKLFKKHSURSRVHVEULGJHWKHJDSIURPWKH0HWDSK\VLFDO
)RXQGDWLRQVRI1DWXUDO6FLHQFHWRSK\VLFVDQGZKLFKZLOOEHWKHIRFXVRIWKLVFKDSWHU
.DQWGLVWLQJXLVKHVEHWZHHQVFLHQFHDQGQDWXUH¶V³PHWDSK\VLFDOIRXQGDWLRQV
ZKLFKDUHIRXQGHGHQWLUHO\RQFRQFHSWVRIWKHUHODWLRQRIPRWLRQDQGUHVWRIRXWHUREMHFWV
DQGSK\VLFVZKLFKV\VWHPDWLFDOO\RUGHUVWKHFRQWHQWRIHPSLULFDONQRZOHGJHRIWKHP´
23 .DQWLVFOHDUWKDW³WKHWUDQVLWLRQIURPRQHIRUPRINQRZOHGJHWRDQRWKHU
PXVWEHDVWHSRQO\QRWDOHDSWKDWLVWKHGRFWULQHRIPHWKRGUHTXLUHVRQHWRSDVV IURP
WKHPHWDSK\VLFDOIRXQGDWLRQVRIQDWXUDOVFLHQFHWRSK\VLFV± IURPFRQFHSWVRIQDWXUH
JLYHQDSULRUL WRHPSLULFDORQHVZKLFK\LHOGHPSLULFDONQRZOHGJH´23 .DQW
ZRUULHVWKDWWKHJXOIEHWZHHQWKHPHWDSK\VLFDOIRXQGDWLRQVRIQDWXUDOVFLHQFHDQGSK\VLFV
 *X\HU.DQW¶V6\VWHPRI1DWXUHDQG)UHHGRP

GHVWUR\VZKDWLVV\VWHPDWLFRUVFLHQWLILFLQGRFWULQH.DQWDUJXHVWKDWVLQFHWKHUHFDQQRW
EHDOHDSEHWZHHQWKHWZRW\SHVRIVFLHQFHWKHUHPXVWEHPHGLDWLQJFRQFHSWVHQDEOLQJ
WKHWUDQVLWLRQIURPRQHGRFWULQHWRWKHRWKHU
7KHPHUHO\HPSLULFDOVFLHQFHRIQDWXUHFDQQHYHUDPRXQWWRDV\VWHP ,WFDQ
DPRXQWDWEHVWWRDIUDJPHQWDU\HYHULQFUHDVLQJDJJUHJDWH.DQWH[SODLQVWKDW³WKH
LQYHVWLJDWLRQRIQDWXUHLQWKHDEVHQFHRIDQ\SULQFLSOHVRIFODVVLILFDWLRQFDQUHVXOWLQQR
V\VWHPRISK\VLFVIRUWKHUHZRXOGDULVHIURPLWPHUHO\DQDJJUHJDWH RISDUWLFXODU
REVHUYDWLRQVDQGKRZIDUWKHVHPLJKWH[WHQGFDQQRWEHDQWLFLSDWHG7KLVLQYHVWLJDWLRQRI
QDWXUHLVIUDJPHQWDU\QRWV\VWHPDWLF´232QWKHRWKHUVLGHWKHPHWDSK\VLFDO
IRXQGDWLRQVRIQDWXUDOVFLHQFHGR\LHOGDFHUWDLQDQGFRPSOHWHV\VWHP+RZHYHUWKH\
JLYHXVQRPDWHULDO$V.DQWDUJXHVWKHPHWDSK\VLFDOIRXQGDWLRQV³DUHGLYLVLRQVIRUWKH
FRQFHSWZKLFKUHTXLUHWREHILOOHGDQGPHUHIRUPVZLWKRXWDQXQGHUO\LQJPDWHULDOFDQDV
OLWWOH\LHOGDV\VWHPRIH[SHULHQFHDVULFKO\GLVWULEXWHGPDWHULDOZLWKRXWIRUPV7KHUH
PXVWEHDWUDQVLWLRQIURPWKHPHWDSK\VLFDOIRXQGDWLRQVRIQDWXUDOVFLHQFHWRSK\VLFVLIWKH
VFLHQFHRIQDWXUHLVWREHFRPHDVFLHQFHRIUHDVRQ´23.DQWUHTXLUHVD
JHQHUDOFODVVLILFDWLRQDFFRUGLQJWRFRQFHSWVD SULRUL WRIRUPDV\VWHPDQGHPSLULFDO
SULQFLSOHVDUHDOVRQHHGHG$FFRUGLQJWR.DQW³WKHUHH[LVWVDJXOIEHWZHHQWKHWZRRYHU
ZKLFKSKLORVRSK\PXVWEXLOGDEULGJHLQRUGHUWRUHDFKWKHRSSRVLWHEDQN´23
.DQWSURSRVHVWKHFRQFHSWRIHWKHU± ³WKHEDVLVRIDV\VWHPRIPRYLQJIRUFHVZKLFK
HPHUJHVDQDO\WLFDOO\DFFRUGLQJWRFRQFHSWV´ 23 ± DVWKDWZKLFKEULGJHVWKH
JXOI
 6HH23 

.DQWEHJDQWRZRUNV\VWHPDWLFDOO\RQWKHWUDQVLWLRQSURMHFWLQDURXQG
6SHDNLQJRIKLVPDQXVFULSWDVKLVFKHI G¶RHXYUH.DQWKRSHGWKHQHDUO\FRPSOHWHGZRUN
ZRXOGFRPSOHWHKLVV\VWHP2WKHUWLPHVWKRXJK.DQWZRXOGGHFODUHWKDWKLVZRUNWKH
NH\VWRQHRIKLVV\VWHPVKRXOGEHEXUQW DIWHUKLVGHDWK.DQW¶V RZQVRPHWLPHV
FRQWUDGLFWRU\WKRXJKWVDERXWWKHTXDOLW\RIWKHSURMHFWOHGVRPHHDUO\.DQWVFKRODUVWR
GLVPLVVWKHZRUNZLWKRXWLQVSHFWLRQFDOOLQJLWDSURGXFWRIVHQLOLW\2WKHUVZHUHPRUH
V\PSDWKHWLFDOWKRXJK WKHPDQXVFULSWLVXQHGLWHGDQGFRXOGXVHSROLVKLQJLW LVQRW
XQILQLVKHG$OVRUHDVVXULQJ2SXV3RVWXPXP ZDV³YLUWXDOO\FRPSOHWHGE\WKHPLGGOH
RIDWLPHZKHQ.DQWVWLOOHQMR\HGDIDLUGHJUHHRISK\VLFDODQGPHQWDOVWUHQJWK´
*X\HUVXJJHVWVWKDWZHVKRXOGLJQRUHWKHUHSHWLWLYHQDWXUHRIWKHZRUNEHFDXVHWKH2SXV
3RVWXPXP FRQWDLQV³LQWHUHVWLQJHYLGHQFHRI.DQW¶VODVWWKRXJKWVDERXW WKHFRQFHSWRI
H[SHULHQFHDQGLWVUROHLQWUDQVFHQGHQWDOSKLORVRSK\DVZHOODVKLVVSHFLILFHIIRUWVWRDGGD
SULRUL NQRZOHGJHRIPDWWHUWRSK\VLFVEH\RQGWKHVHDSULRUL SULQFLSOHVRIPRWLRQGHULYHG
LQKLV0HWDSK\VLFDO)RXQGDWLRQVRI1DWXUDO6FLHQFH RI´
0DQ\RIWKHVFKRODUVV\PSDWKHWLFWRWKHSURMHFWKRZHYHUZHUHSXWRIIE\WKH
PHVV.DQW¶V2SXV3RVWXPXP LVGLIIHUHQWIURPRWKHU.DQWZRUNVLQLWVRUJDQL]DWLRQ.DQW
ZDVXQDEOHWRILQLVKWKHZRUNVRZKDWZHKDYHLVDQHGLWHGYHUVLRQRIDPDQXVFULSWWKDW
ZDVVWLOOLQWKHSURFHVVRIEHLQJSROLVKHG$OWKRXJK.DQWLVRIWHQ FULWLFL]HGIRUKLV
PRQVWURXVO\ORQJVHQWHQFHVQRQHFRPSDUHWRVRPHIRXQGLQWKLVZRUN)RULQVWDQFHRQH
 6HH23 [[[YL
 6HH23 ;9
 6HH23 [[YLLL
 3DXO*X\HU.DQW¶V6\VWHPRI1DWXUHDQG)UHHGRP6HOHFWHG(VVD\V1HZ<RUN2[IRUG
8QLYHUVLW\3UHVV

VHQWHQFH³FRQWDLQVQRIHZHUWKDQZRUGVEXWRQO\RQHFRPPD´23 [[Y)LQDOO\LQ
5XGROI5HLFNHEHJDQSXWWLQJWKHPDQXVFULSWWRJHWKHUDQGHYHQWXDOO\WKHHQWLUH
PDQXVFULSWZDVSXEOLVKHGLQWKHODWHV7KHVSHFLDOQDWXUHDQGIRUPDWRIWKHWH[WDV
ZHOODVKXPDQIDLOLQJVFRQWULEXWHGWRWKHORQJGHOD\EXWKDSSLO\³PRUHWKDQ\HDUV
DIWHU.DQW¶VGHDWKWKHWH[WRIKLV2SXV3RVWXPXP ZDVILQDOO\DYDLODEOHIRUVHULRXVVWXG\´
23 [[LLL
+DOODUJXHVWKDWEHFDXVHWKHUHDUHVWURQJSDUDOOHOVEHWZHHQWKHDQDORJLHVRI
H[SHULHQFHDQGWKHHWKHU GHGXFWLRQLWLVOLNHO\WKDWWKHJDSLVORFDWHGLQWKHDQDORJLHVRI
H[SHULHQFH +DOOSRLQWVWR.DQW¶VFRQFHSWRI6XEVWDQFHDVDSUHFXUVRUWRHWKHUDQG
DUJXHVWKDWWKHHWKHUGHGXFWLRQLVSDUWLFXODUO\DQWLFLSDWHGLQWKHWKLUGDQDORJ\¶VDUJXPHQW
WKDWHPSW\VSDFHLVQRWDQREMHFWRISRVVLEOHH[SHULHQFH,DJUHHZLWK+DOO¶VVXJJHVWLRQ
WKDWWKHJDSLVOLNHO\ORFDWHGLQWKHDQDORJLHV,ZLOOWKHUHIRUHGLVFXVVWKHVLPLODULWLHV
EHWZHHQWKHILUVWDQGWKLUGDQDORJLHVDQGWKHHWKHU GHGXFWLRQ,ZLOODUJXHLQWKLVFKDSWHU
WKDWZKHWKHURUQRWWKHWUDQVLWLRQSURMHFWLVVXFFHVVIXOLQLWVRULJLQDOSXUSRVH.DQW¶V
HWKHUSURRIVSOD\DQRWKHULPSRUWDQWUROHLQKLV V\VWHPRIWKRXJKWH[SDQGLQJRQWKH
DQDORJLHVRIH[SHULHQFHLQWKH&ULWLTXHRI3XUH5HDVRQ
,,, (WKHU
/LNHWKHDQDORJLHVRIH[SHULHQFHWKHHWKHU GHGXFWLRQDOVRFRQFHUQVWKHQHHGIRU
DQLQILQLWHFRQWLQXXPRIPDWWHU*X\HUH[SODLQVWKDWWR.DQWPDWWHURUWKHVXEVWDQFHRI
 +DOO3RVW&ULWLFDO.DQW

SK\VLFDOREMHFWVFRQVLVWV³QRWRIDWRPVEXWRIGLIIHULQJGHJUHHVRIDWWUDFWLYHDQG
UHSXOVLYHIRUFHVDWGLIIHUHQWUHJLRQVRIVSDFH´ .DQWDUJXHVWKDWZHFDQRQO\GHWHUPLQH
WKDWH[LVWLQJSK\VLFDOREMHFWVDUHLQGLIIHUHQWSRVLWLRQVRIHPSLULFDOO\SHUFHLYHGVSDFHLI
ZHFDQSRVLWG\QDPLFDOLQWHUDFWLRQVEHWZHHQSK\VLFDOREMHFWVZKLFKH[LVWVLPXOWDQHRXVO\
7KHUHIRUH.DQWGHVFULEHVDPDWHULDOWKDWLVXQLYHUVDOO\GLVWULEXWHGDQGDOOSHQHWUDWLQJ
ZLWKLQZKLFKDOORWKHUPRYLQJIRUFHVDUHLQFOXGHG,WLVSHUPDQHQWO\PRYLQJE\LWVRZQ
DWWUDFWLRQDQGUHSXOVLRQDQGLWLVWKHRULJLQRIWKHPRYHPHQWRIDOOPDWHULDOV.DQWFDOOV
WKLVLGHDµHWKHU¶RUµFDORULF¶GHVFULELQJLWDVDPDWHULDOZKLFK³OLHVDWWKHEDVLVRIWKH
SRVVLELOLW\RIWKHPRYLQJIRUFHVDQGWKHLUFRPELQDWLRQLQWRRQHH[SHULHQFH´23 
7KHLGHDRIHWKHULVFUXFLDOLQWKHLGHDRIWKHXQLILFDWLRQRIWKHPRYLQJIRUFHVRIPDWWHU
6LPLODUWR6XEVWDQFHIURPFKDSWHURQHZHKDYHQRHPSLULFDOFRJQLWLRQRIWKH
HWKHUZKLFKFDQQRWEHDQREMHFWRISHUFHSWLRQ1HYHUWKHOHVVDFFRUGLQJWR+DOO³EHLQJ
DIIHFWHGE\WKHHWKHULQVHQVLELOLW\VXEMHFWLYHSHUFHSWLRQLVDQHFHVVDU\FRQGLWLRQIRUWKH
VXEMHFW¶VHPSLULFDOFRJQLWLRQRIVXEVWDQFHV´$V.DQWH[SODLQVLQWKHDQDORJLHVDQG
PDNHVPRUHFOHDULQ0)16 DQG23LQFDSDEOHRIH[HUWLQJIRUFHHPSW\VSDFHFDQQRW
DIIHFWWKHVXEMHFWDQGLVWKHUHIRUHQRWDQREMHFWRISRVVLEOHSHUFHSWLRQRUSRVVLEOH
H[SHULHQFH$V.DQWH[SODLQVLQWKHHWKHUGHGXFWLRQ³HPSWLQHVVLQVSDFHRUWLPHLVLQ
QRZD\DQREMHFWRISRVVLEOHH[SHULHQFHVLQFHLWLVQRWDQREMHFWRIRXWHURULQQHUVHQVH´
23 +RZHYHUOLNHLQWKHWKLUG DQDORJ\LQWKHHWKHUGHGXFWLRQ.DQWLVFDUHIXOWR
QRWHWKDWZKHQKHH[SODLQVWKDWHPSW\VSDFHLVQRWDQREMHFWRIH[SHULHQFHKHLVQRW
 *X\HU&ODLPVRI.QRZOHGJH
 +DOO3RVW&ULWLFDO.DQW
 +DOO³5HFRQVWUXFWLRQRI.DQW¶V(WKHU'HGXFWLRQ´

VD\LQJWKDWHPSW\VSDFHLVLPSRVVLEOH+HLVPDNLQJDQHSLVWHPRORJLFDOFODLPWKDWHPSW\
VSDFHLVQRWDQREMHFWRISRVVLEOHH[SHULHQFHIRUEHLQJVOLNHXVEHFDXVHZHFDQRQO\
H[SHULHQFHZKDWZHFDQSHUFHLYHDQGFDQRQO\SHUFHLYHZKDWDIIHFWVXV $V)UHGHULFN
%HLVHUH[SODLQVSHUFHSWLRQRIWKHH[LVWHQFHRIVRPHERG\LQVSDFHLVRQO\SRVVLEOHLI
RQH¶VERG\LVSDUWRIDV\VWHPRISK\VLFDOERGLHVLQG\QDPLFLQWHUDFWLRQDQLGHDZKLFKLV
³FRPSOHWHGE\HWKHUSURRIV´ %HLVHUH[SODLQVWKDWWR.DQW³WKHHWKHULVWKHVXEVWUDWHRI
DOOWKHPRYLQJIRUFHVRIQDWXUHWKHEDVLVIRUWKHLUXQLW\DQGLQWHUFRQQHFWLRQ´$VWKH
VXEVWUDWHXQGHUO\LQJDOOPRYLQJIRUFHV%HLVHUFDOOVHWKHUWKHFRPPXQLW\RIQDWXUH¶V
REMHFWLYHEDVLVDQG³WKHEDVLVRUPDWWHU RIDOOH[SHULHQFH´
)ULHGPDQDGGVWKDWEHIRUH.DQWGHYHORSHGKLVHWKHUSURRIVRIKHKDGXVHG
HWKHUDVDK\SRWKHWLFDOH[SODQDWLRQRI DYDULHW\RISK\VLFDOSKHQRPHQDVXFKDVOLJKW%\
WKHWLPHKHZDVZULWLQJWKHHWKHUSURRIVLQKRZHYHU.DQWFRQFHLYHGRIHWKHUQRWDV
DSK\VLFDOK\SRWKHVLVEXWDV³DQDSULRULFRQGLWLRQRIWKHYHU\SRVVLELOLW\RIRXWHUREMHFWV
RISHUFHSWLRQLQWKH FRQWH[WRIDXQLILHGH[SHULHQFH´ $FFRUGLQJWR0LFKDHO)ULHGPDQ
WKH>HWKHU@SURRIVRIWDNHXSWKHHPSLULFDOHPERGLPHQWRIWKHVXEMHFWIURPD
VRPHZKDWGLIIHUHQWDQJOHE\VKRZLQJKRZWKHLGHDRIDXQLILHGH[SHULHQFHRI
RXWHUREMHFWVLQVSDFHFDQOHDGWRDQDSULRULDUJXPHQWIRUWKHH[LVWHQFHRID
VSDFHILOOLQJ >HWKHU@VRPHWKLQJ.DQWKDGHDUOLHUYLHZHGDVDPHUHHPSLULFDO
K\SRWKHVLVDVDQHFHVVDU\FRQGLWLRQIRUIXOO\HPERGLHGSHUFHSWLRQLQWKHFRQWH[W
 +DOO³5HFRQVWUXFWLRQRI.DQW¶V(WKHU'HGXFWLRQ´
 )UHGHULFN&%HLVHU7KH)DWHRI5HDVRQ*HUPDQ3KLORVRSK\IURP.DQWWR)LFKWH
&DPEULGJH0DVVDFKXVHWWV+DUYDUG8QYHUVLW\3UHVV
 )UHGHULFN&%HLVHU*HUPDQ,GHDOLVPWKH6WUXJJOHDJDLQVW6XEMHFWLYLVP
&DPEULGJH+DUYDUG8QLYHUVLW\3UHVV
 %HLVHU*HUPDQ,GHDOLVP
 0LFKDHO)ULHGPDQ³(FNDUW)|UVWHU DQG.DQW¶V2SXV3RVWXPXP´,QTXLU\ QR
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
RIDXQLILHGH[SHULHQFH
$V)ULHGPDQH[SODLQV.DQW¶VREMHFWLVWRVKRZWKDWHWKHULVDQHFHVVDU\FRQGLWLRQRIWKH
SRVVLELOLW\RIH[SHULHQFH³EXWWKHQRWLRQRIWKHSRVVLELOLW\RIH[SHULHQFHLVJLYHQDPXFK
VWURQJHULQWHUSUHWDWLRQWKDQLWKDGLQWKHFULWLFDOSHULRG´
:KDWRQHFDOOVWKHPDWHULDOWKDW.DQWFDOOVHWKHUGRHVQRWPDWWHU$FFRUGLQJWR
+DOO³ZKHQ.DQWDIILUPVWKHDFWXDOLW\RIWKHHWKHUKHLVQHLWKHUVLPSO\DIILUPLQJWKRVH
FRQFHSWLRQVRIWKHHWKHUSRSXODULQKLVGD\OLJKWHWKHUKHDWHWKHUQRULVKHDIILUPLQJWKH
UHDOLW\RIWKHPDWHULDO0LFKHOVRQDQG0RUOH\IDLOHGWRGHWHFWLQWKHQLQHWHHQWKFHQWXU\´
,WLVWKHPDQ\IXQFWLRQVRIWKHPDWHULDOWKDW.DQWLVFRQFHUQHGZLWKHWKHUPXVWEHD
PDWHULDOWKDWLV³FDSDEOHRIPRYLQJFROOHFWLYHO\H[SDQGLQJFRQWLQXRXVO\DQGFRQVWDQWO\
DJLWDWLQJ´ .DQWGHVFULEHVWKHHWKHULQWKHIROORZLQJTXRWDWLRQ
7KHEDVLVRIDOOSRVVLEOHSHUFHSWLRQVRIWKHPRYLQJIRUFHVRIPDWWHULQVSDFHDQG
WLPHLVWKHFRQFHSWRIDQHOHPHQWDU\PDWHULDOGLVWULEXWHGHYHU\ZKHUHLQFRVPLF
VSDFHDWWUDFWLQJDQGUHSHOOLQJRQO\LQLWVRZQSDUWVDQGZKLFKLVFRQWLQXRXVO\
LQWHUQDOO\VHOIPRYLQJ,WVFRQFHSWLVPDGHLQWRWKHVROHSULQFLSOHIRUWKH
SRVVLELOLW\RIH[SHULHQFHRIDQDEVROXWHZKROHRIDOOLQWHUQDOO\PRYLQJIRUFHVRI
PDWWHUDQGLVNQRZQDVVXFKDFFRUGLQJWRWKHUXOHRILGHQWLW\7KLVIRUPRID
XQLYHUVDOO\GLVWULEXWHGDOOSHQHWUDWLQJZRUOGPDWHULDOZKLFKLVLQFRQWLQXRXV
PRWLRQLQLWVRZQORFDWLRQFKDUDFWHUL]HVWKHRULJLQDOO\PRYLQJPDWWHUDVDUHDO
H[LVWLQJPDWHULDODFFRUGLQJWRWKHSULQFLSOHRIWKHSRVVLELOLW\RI H[SHULHQFHLWVHOI
,WWKHUHE\IXUQLVKHVREMHFWLYHUHDOLW\WRWKLVFRQFHSW7KLVPDWHULDOLVWKXVQRWD
PHUHO\K\SRWKHWLFDO RQHIHLJQHGVRDVWRH[SODLQFHUWDLQSKHQRPHQDDFFRUGLQJWR
WKHODZVRIH[SHULHQFH23 
 0LFKDHO)ULHGPDQ.DQWDQGWKH([DFW6FLHQFHV &DPEULGJH+DUYDUG8QLYHUVLW\3UHVV

 )ULHGPDQ([DFW6FLHQFHV
 +DOO³'LOHPPD´
 +DOO³'LOHPPD´

$VWKLVTXRWDWLRQPDNHVFOHDUHWKHUVHUYHVDVWKHXOWLPDWHVRXUFHRIWKHSHUFHSWXDO
DIIHFWLRQIURPWKHSK\VLFDOERGLHVWKDWDIIHFWWKHVHQVHVRIUHFHSWLYHVXEMHFWV+DOO
IRFXVHVLQRQWKHLGHDWKDWWKHG\QDPLFIRUFHVRIHWKHU³PXVWDFWDVWKHTXDOLWDWLYHJURXQG
IRUWKHUHODWLRQVRIPHFKDQLFDOIRUFHEHWZHHQSK\VLFDOERGLHV´$VWKHRQWRORJLFDO
JURXQGIRUSK\VLFDOERGLHVWKHPRYLQJIRUFHVRIPDWWHUDUHXQLILHGZLWKLQWKHHWKHU
,9 (WKHUDQG6XEVWDQFH
,Q.DQW¶VH[SODQDWLRQIRUKRZWKHFDWHJRU\RIVXEVWDQFHFDQDSSO\WRVXEVWDQFHV
WKHHWKHURUWKHFRQFHSWRI6XEVWDQFHFDQEHPDGHSRVVLEOHDVWKDW ZKLFKXQGHUOLHV
VXEVWDQFHV$VVKRZQLQFKDSWHURQH6XEVWDQFHLVQRWDQLPPHGLDWHREMHFWRIH[SHULHQFH
+RZHYHUDV+DOOZULWHV³LWFDQVWLOOEHDPHGLDWHREMHFWRIH[SHULHQFHZKHUHH[SHULHQFH
RIWKLVREMHFWLVPHGLDWHGE\WKHLPPHGLDWHREMHFWVRIH[SHULHQFHYL]WKHVXEVWDQFHVWKDW
DUHREMHFWVRIHPSLULFDOLQWXLWLRQ´ ,QFKDSWHURQH,UHIHUUHGWRDVHHPLQJSDUDGR[WKDW
.DQWSRLQWVRXWLQWKHILUVWDQDORJ\ZKHUHKHZULWHVWKDWFKDQJHFRQFHUQV GHWHUPLQDWLRQV
ZKLFKFDQFHDVHRUEHJLQDQGDOPRVWSDUDGR[LFDOO\RQO\VXEVWDQFHRUWKDWZKLFK
SHUVLVWVFDQEHDOWHUHG+DQQDDUJXHVWKDW.DQW¶VHWKHUGHGXFWLRQVFDQEHXVHGWRVROYH
WKHSUREOHPRIDVHHPLQJSDUDGR[WKDW,H[DPLQHGLQFKDSWHURQH+DQQDH[SODLQVWKDWWKH
HWKHUGHGXFWLRQDOORZVIRUDFOHDUHUGLVWLQFWLRQEHWZHHQSULPDU\DQGVHFRQGDU\
VXEVWDQFHVRUVXEVWDQFHVDQG6XEVWDQFHWKDQFRXOGEHIRXQGLQWKHILUVWDQDORJ\+H
DUJXHVWKDWWKHVHHPLQJSDUDGR[³ZLWKHUVDZD\´LIZHXQGHUVWDQGWKDWLQGLYLGXDOPDWHULDO
 +DOO³'LOHPPD´
 +DOO³'LOHPPD´

VXEVWDQFHVWKHVHFRQGDU\VXEVWDQFHVDUHQRWKLQJEXWSRVLWLRQVLQWKHHWKHUWKHSULPDU\
VXEVWDQFH +DQQDH[SODLQVWKDW³WKHUHFDQEHQRFKDQJHLQDQ\RIWKHSURSHUWLHVRIWKH
PDQ\LQGLYLGXDOPDWHULDOVXEVWDQFHVZLWKRXW DFRUUHVSRQGLQJFKDQJHLQWKHSURSHUWLHVRI
WKH2QH%LJ6XEVWDQFH´
$FFRUGLQJO\+DQQDDUJXHVWKDW.DQW¶V³QRWLRQRIDVLQJOHXQFKDQJLQJ
VHPSLWHUQDOVXEVWUDWXPLVQRWLQDQ\ZD\LQWHQGHGE\KLPWRH[FOXGHWKHSRVVLELOLW\RID
UHDOSOXUDOLW\RIWHPSRUDULO\H[LVWLQJHPSLULFDOVXEVWDQFHV´ +DQQDJLYHVWZRUHDVRQV
IRUWKLV
ILUVWWKHWKLUGDQDORJ\H[SOLFLWO\UHTXLUHVDUHDOSOXUDOLW\RIVLPXOWDQHRXVFDXVDOO\
G\QDPLFDOO\LQWHUDFWLQJLQGLYLGXDOVXEVWDQFHV$QGVHFRQGVLQFHWKHDHWKHU>VLF@
LVQRWKLQJEXWDFRPSOH[WRWDOLW\ DQGVWUXFWXUHRIPRYLQJIRUFHVWKHQLWIROORZV
WKDWWKHPDQ\UHDOLQGLYLGXDOVXEVWDQFHVDUHVLPSO\SRVLWLRQVLQWKDWVWUXFWXUHRU
LQWHJUDOSDUWVRIWKDWVWUXFWXUHDQGLQWKLVZD\WKH\GRQRWLQDQ\ZD\FRPSURPLVH
WKHXQLW\RUVLQJXODULW\RIWKHDHWKHU>VLF@
7\LQJWRJHWKHUWKHILUVWDQGWKLUGDQDORJ\HPSLULFDOREMHFWVFDQEHXQGHUVWRRGDV
SRVLWLRQVLQWKHHWKHUUHVXOWLQJIURPWKHLQWHUDFWLRQRIWKHPRYLQJIRUFHVRIPDWWHU
(PSLULFDOREMHFWVVXSHUYHQHXSRQWKHHWKHUEXWWKH\DUHQRWUHGXFLEOHWRWKHHWKHU
LWVHOI +DQQDFRQWLQXHVDUJXLQJWKDWLQIDFWWKHWKLUGDQDORJ\³UHTXLUHVDUHDOSOXUDOLW\
RIVLPXOWDQHRXVFDXVDOO\G\QDPLFDOO\LQWHUDFWLQJLQGLYLGXDOVXEVWDQFHV´
+DOOSRLQWVRXWDQRWKHULPSRUWDQWGLVWLQFWLRQPDGHLQ.DQW¶VZULWLQJV.DQW
GLVWLQJXLVKHVEHWZHHQµGLUHFWDSSHDUDQFH¶DQGµLQGLUHFWDSSHDUDQFH¶H[SODLQLQJWKDW
 +DQQD6FLHQFHDQG+XPDQ1DWXUH
 +DQQD6FLHQFHDQG+XPDQ1DWXUH
 +DQQD6FLHQFHDQG+XPDQ1DWXUH
 +DQQD6FLHQFHDQG+XPDQ1DWXUH
 +DQQD6FLHQFHDQG+XPDQ1DWXUH

GLUHFWDSSHDUDQFHVDUHJLYHQWRDVXEMHFWZKHQWKHPRYLQJIRUFHVRIPDWWHUDIIHFWWKH
VXEMHFWDQGLQGLUHFWDSSHDUDQFHVDUHSURGXFHGE\WKHVXEMHFW$V+DOOH[SODLQVWKH
HWKHUDSSHDUVWRWKHVXEMHFWGLUHFWO\ZKLOHREMHFWVRIH[SHULHQFHDSSHDULQGLUHFWO\ ³DQG
GHSHQGXSRQWKHDFWLYLW\RIWKHVXEMHFWRUJDQL]LQJGLUHFWDSSHDUDQFHV´ 7R.DQW
³H[SHULHQFHGRHVQRWFRPHRILWVRZQDFFRUGDVLQIOXHQFHRIWKHPRYLQJIRUFHVRQVHQVH
EXWPXVWEHPDGH´23)URPGLUHFWDSSHDUDQFHVWKHVXEMHFWPDNHVLQGLUHFW
DSSHDUDQFHVRUREMHFWVRIH[SHULHQFH5HODWLQJWKLVWRP\ILUVWFKDSWHULIGLUHFW
DSSHDUDQFHVDUHRIWKHHWKHURU6XEVWDQFHLQGLUHFWDSSHDUDQFHVDUHRIVXEVWDQFHV2EMHFWV
RIH[SHULHQFHLQGLUHFWDSSHDUDQFHVRUVXEVWDQFHVDUHLQ+DOO¶VZRUGV³ZKDWDSSHDUVLQ
HPSLULFDOLQWXLWLRQDIWHUWKHVXEMHFWKDVRUJDQL]HGGLUHFWDSSHDUDQFHV´ .DQWZULWHV
³WKHSHUFHSWLRQRIRXWHUREMHFWVLVQRWKLQJRWKHUWKDQWKHDFWRIWKHVXEMHFWWKURXJKZKLFK
LWDIIHFWVLWVHOIDQGSHUFHSWLRQVDUHQRWKLQJRWKHUWKDQPRYLQJIRUFHVFRPELQHGWRJHWKHU
ZLWKFRQVFLRXVQHVV´23 )RURQHWRKDYHREMHFWLYHSHUFHSWLRQRIVXEVWDQFHV
6XEVWDQFHPXVWDIIHFW WKHVXEMHFWWKURXJK LWVPRYLQJIRUFHVRUGLUHFWDSSHDUDQFH7KH
VXEMHFWWKHQPXVWFRPELQHGLUHFWDSSHDUDQFHVLQWRVSDWLDOO\GLVFUHWHVXEVWDQFHVRU
LQGLUHFWDSSHDUDQFH
7KHHWKHUGRHVQRWVKDUHDQ\RIWKHGHWHUPLQDWLRQVRIWKHHPSLULFDOREMHFWVHYHQ
WKRXJKLWLVWKHHWKHUZKLFKPDNHVWKH GHWHUPLQDWLRQVSRVVLEOH(PSLULFDOREMHFWVDUH
FRQVWUXFWHGE\WKHHWKHUEXW+DOOUHPLQGVXVWKDWHPSLULFDOREMHFWV³SRVVHVVWKHLURZQ
 +DOO3RVW&ULWLFDO.DQW
 +DOO3RVW&ULWLFDO.DQW
 +DOO3RVW&ULWLFDO.DQW

SULQFLSOHVRIXQLW\GLVWLQFWIURPWKHSOHQXPRIIRUFHVXSRQZKLFKWKH\VXSHUYHQH´ 7KH
UHODWLRQVKLSEHWZHHQHPSLULFDOREMHFWVDQGWKHHWKHULVQRWDSDUWZKROHUHODWLRQVKLS
ZKLOHHPSLULFDOREMHFWVHPHUJHIURPWKHHWKHUWKHREMHFWVDUHQRWUHGXFLEOHWRWKH
HWKHU
.DQWGRHVQRWLQWHQGIRUWKHQRWLRQRIDVLQJOHXQFKDQJLQJVHPSLWHUQDO
VXEVWUDWXPWRH[FOXGH WKHSRVVLELOLW\RIWKHH[LVWHQFHRIDSOXUDOLW\RILQGLYLGXDO
VXEVWDQFHV6LQFHWKHHWKHULVDWRWDOLW\DQGVWUXFWXUHRIWKHPRYLQJIRUFHVWKHLQGLYLGXDO
VXEVWDQFHVDUHSRVLWLRQVLQWKDWVWUXFWXUHEXWGRQRWFRPSURPLVHWKHHWKHU¶VXQLW\RU
VLQJXODULW\$V.DQWH[SODLQV³WKHSURSRVLWLRQWKDWWKHUHDUHHPSLULFDOERGLHV
SUHVXSSRVHVWKHSURSRVLWLRQWKDWWKHUHLVPDWWHUZKRVHPRYLQJIRUFHVDQGPRWLRQ
SUHFHGHVWKHJHQHUDWLRQRIDERG\´23 7KURXJKWKHLQWURGXFWLRQRIWKH
HWKHU.DQWLVDEOHWRKDYHERWKUHODWLYHO\HQGXULQJHPSLULFDOVXEVWDQFHVSHUVLVWLQJ
WKURXJKWKHLUDOWHUDWLRQVDQGVWDQGLQJLQFDXVDOUHODWLRQVZLWKHDFKRWKHUDVZHOODVRQH
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EHFRPLQJ³DQDSULRULFRQGLWLRQRIWKHYHU\SRVVLELOLW\RIRXWHUREMHFWVRISHUFHSWLRQ LQ
WKHFRQWH[WRIDXQLILHGH[SHULHQFH´
$WWKHVDPHWLPH%HLVHUDUJXHVWKDWDWWHPSWLQJWRSURYHWKHHWKHUHQWLUHO\DSULRUL
FRQWUDVWVZLWKWKHFULWLFDOSKLORVRSK\EHFDXVHDV.DQWDGPLWVQRWEHLQJDEOHWRGHULYH
WKHH[LVWHQFHRIREMHFWVIURPFRQFHSWV DORQHLVDFHQWUDOGRFWULQHRIWKH&ULWLTXHRI3XUH
5HDVRQ$V.DQWH[SODLQVLQ2SXV3RVWXPXP
LILWFDQEHSURYHGWKDWWKHXQLW\RIWKHZKROHRISRVVLEOHH[SHULHQFHUHVWVXSRQWKH
H[LVWHQFHRIVXFKDPDWHULDOZLWKLWVVWDWHGSURSHUWLHVWKHQLWVDFWXDOLW\LVDOVR
SURYHGQRWLQGHHGWKURXJK H[SHULHQFHEXWDSULRULPHUHO\IURPWKHFRQGLWLRQV
RISRVVLELOLW\IRUWKHVDNHRIWKHSRVVLELOLW\RIH[SHULHQFH)RUWKHPRYLQJIRUFHV
RIPDWWHUFDQRQO\FRPHWRJHWKHULQWRDFROOHFWLYHO\XQLYHUVDO XQLW\RISHUFHSWLRQV
LQDSRVVLEOHH[SHULHQFHLQVRIDUDVWKHVXEMHFW>DIIHFWHG@E\WKHPXQLWHVWKHP
H[WHUQDOO\DQGLQWHUQDOO\LQRQHFRQFHSW>DQG@DIIHFWVLWVHOIE\PHDQVRILWV
SHUFHSWLRQV1RZWKHFRQFHSWRIWKHZKROHRIRXWHUH[SHULHQFHDOVRSUHVXSSRVHV
DOOSRVVLEOHPRYLQJIRUFHVRIPDWWHUDVFRPELQHGLQFROOHFWLYHXQLW\WRZLWLQIXOO
VSDFHIRUHPSW\VSDFHEHLWVSDFHHQFORVHGZLWKLQERGLHVRUVXUURXQGLQJWKHP
H[WHUQDOO\LVQRWDQREMHFWRISRVVLEOHH[SHULHQFH,WIXUWKHUSUHVXSSRVHVWKH
VXEMHFWDVDQREMHFWRIVHQVHLVDIIHFWHG)RUZLWKRXWWKLVPRWLRQWKDWLVZLWKRXW
WKHVWLPXODWLRQRIWKHVHQVHRUJDQVZKLFKLVLWVHIIHFWQRSHUFHSWLRQRIDQ\REMHFW
RIWKHVHQVHVDQGKHQFHQRH[SHULHQFHWDNHVSODFH± WKHODWWHUFRQWDLQLQJRQO\WKH
IRUPEHORQJLQJWRWKHSHUFHSWLRQ+HQFHWKHUHH[LVWVDVDQREMHFWRIH[SHULHQFHLQ
VSDFHDOWKRXJKZLWKRXWHPSLULFDOFRQVFLRXVQHVVRILWVSULQFLSOHDSDUWLFXODU
 )ULHGPDQ([DFW6FLHQFHV
 )ULHGPDQ³(FNDUW)|UVWHU´
 %HLVHU*HUPDQ,GHDOLVP

PDWHULDOZKLFKLVFRQWLQXRXVO\DQGERXQGOHVVO\GLVWULEXWHGDQGFRQVWDQWO\VHOI
DJLWDWLQJ7KDWLVFDORULFLVDFWXDOLWLVQRWDPDWHULDOIHLJQHGIRUWKHVDNHRIWKH
H[SODQDWLRQRIFHUWDLQSKHQRPHQDEXWUDWKHUDPDWHULDOGHPRQVWUDEOHIURPD
XQLYHUVDOSULQFLSOHRILGHQWLW\DQDO\WLFDOO\DQGZKLFKLVJLYHQDSULRULLQWKH
FRQFHSWVWKHPVHOYHV23 
,QWKHTXRWDWLRQDERYH.DQWLVFOHDUWKDWHWKHULVQRWSURYHQE\H[SHULHQFHEXWDSULRUL
+RZHYHUWKHHWKHULVXQXVXDODVDQDSULRUL FRQGLWLRQRISRVVLEOHH[SHULHQFHEHFDXVHWKH
HWKHUPXVWDOVRDIIHFWWKHVHQVHVRIWKHVXEMHFWWKRXJKZLWKRXWWKHVXEMHFW¶VHPSLULFDO
FRQVFLRXVQHVV
$FFRUGLQJO\%HLVHUSRLQWVRXWWKDWHYHQDFFRUGLQJWR.DQWWKHHWKHUSURRIVDUH
³VWUDQJH´ EHFDXVHWKH\³WKH\GHPRQVWUDWHWKHH[LVWHQFH RIDQREMHFWDVDQHFHVVDU\
FRQGLWLRQRIH[SHULHQFH7KH\GRQRWDWWHPSWWRSURYHLWVH[LVWHQFHIURPH[SHULHQFHEXWD
SULRULWKURXJKUHDVRQLQJIURPDSULRULFRQFHSWVDQGWKHODZRILGHQWLW\DORQH´
)XUWKHUPRUH/RUGVWDWHVWKDW³ZKDWLVUHDOO\VWUDQJHKRZHYHULVWKDW.DQWILQGVD
WUDQVFHQGHQWDOFRQGLWLRQRIWKHSRVVLELOLW\RIH[SHULHQFHLQWKHH[LVWHQFHRIDVHOIDFWLYH
VHOIVXEVLVWHQWDOOSHUYDVLYHDQGG\QDPLFDOPDWHULDOWKDWJLYHV LQWXLWLRQVWKHLU
FRQWHQW´$V/RUGH[SODLQVLWVHHPVDVLI³H[SHULHQFHLVERWKWUDQVFHQGHQWDOO\
FRQGLWLRQHGDQGPDWHULDOO\JHQHUDWHGE\WKHVDPHWKLQJ´
*X\HUVXJJHVWVWKDWZHVKRXOGQRWEHKDVW\WRFRQFOXGHWKDWWKHHWKHULVWRR
HPSLULFDOWREHWKHFRQGLWLRQRIWKH SRVVLELOLW\RIH[SHULHQFH+HUHPLQGVXVWKDW³WKH
 %HLVHU*HUPDQ,GHDOLVP
 %HLVHU*HUPDQ,GHDOLVP
 /RUG.DQWDQG6SLQR]LVP
 /RUG.DQWDQG6SLQR]LVP

FRQFHSWRIWKHHWKHULVQRWDQRUGLQDU\HPSLULFDOFRQFHSW´ *X\HUJRHVRQWRVD\
KRZHYHUWKDWWKHHWKHUFDQQRWEHUHJDUGHGDVDPHUHFRQFHSWRIH[SHULHQFHRUDVD
PHUHO\HPSLULFDOK\SRWKHVLV³ZKLOHWKHSUHPLVHVRI.DQW¶VHWKHUGHGXFWLRQFHUWDLQO\JR
EH\RQGWKHSXUHFRQFHSWRIH[SHULHQFHLWZRXOGEHHTXDOO\PLVOHDGLQJWRWKLQNRIWKHP
DVPHUHHPSLULFDOK\SRWKHVHV´ +HH[SODLQVWKDWWKHHWKHUSURRIVFRPELQH³WKH
HPSLULFDODQGWKHWUDQVFHQGHQWDOLQDPRUHFRPSOLFDWHGZD\WKDQWKDW´ *X\HUVXJJHVWV
WKDWWKHHWKHUGHGXFWLRQPLJKWEHHYLGHQFHWKDWWR.DQW³WKHUHLVQRFRPSOHWHO\KDUG
DQGIDVWOLQHEHWZHHQSXUHDQGHPSLULFDOFKDUDFWHUL]DWLRQVRIH[SHULHQFH´ *X\HU
DUJXHVWKDWWKHHWKHUGHGXFWLRQVKRXOG EHXQGHUVWRRGDV³VWUDGGOLQJWKHRUGLQDU\ERXQGDU\
EHWZHHQPHUHO\HPSLULFDODQGWKHSXUHO\FRQFHSWXDO´ 7KHUHIRUHDV*X\HUH[SODLQV
WKHHWKHUGHGXFWLRQ³VKRXOGFRXQWDVDWUDQVFHQGHQWDOGHGXFWLRQZLWKDSUHPLVHWKDWLV
QHLWKHUVLPSO\HPSLULFDOQRUSXUHO\FRQFHSWXDO´ *X\HUFRQFOXGHVWKDW.DQW³LVQRW
DWWHPSWLQJWRGHGXFHWKHH[LVWHQFHRIWKHHWKHUIURPDQ\WKLQJKHUHJDUGVDVVLPSO\DQ
HPSLULFDOREVHUYDWLRQDERXWRXUSHUFHSWLRQRIVSDFHQRUIURPDSXUHFRQFHSWRI
H[SHULHQFHEXWIURPDV\QWKHWLFDSULRULSUHPLVHDERXWWKHQDWXUHRIVSDFH´
%HLVHU DJUHHVZLWK*X\HUWKDW³WKHHWKHUGRHVQRWUHDGLO\RUHDVLO\IROORZ.DQW¶V
QRUPDOGLVWLQFWLRQEHWZHHQWKHIRUPDODQGWKHPDWHULDORUWKHWUDQVFHQGHQWDODQG
HPSLULFDO´$FFRUGLQJWR%HLVHUWKHFRQFHSWRIWKHHWKHU³KDVDXQLTXHVWDWXVEHFDXVH
 *X\HU.DQW¶V6\VWHPRI1DWXUHDQG)UHHGRP
 *X\HU.DQW¶V6\VWHPRI1DWXUHDQG)UHHGRP
 *X\HU.DQW¶V6\VWHPRI1DWXUHDQG)UHHGRP
 *X\HU.DQW¶V6\VWHPRI1DWXUHDQG)UHHGRP
 *X\HU.DQW¶V6\VWHPRI1DWXUHDQG)UHHGRP
 *X\HU.DQW¶V6\VWHPRI1DWXUHDQG)UHHGRP
 *X\HU.DQW¶V6\VWHPRI1DWXUHDQG)UHHGRP
 %HLVHU*HUPDQ,GHDOLVP

LWKDVREMHFWLYHUHDOLW\DQG\HWDOVRVHUYHVDVDQHFHVVDU\FRQGLWLRQRIH[SHULHQFH´ +DOO
DOVRDJUHHVDGGLQJWKDW³VLQFHWKHHWKHULVDFWXDORQO\UHODWLYHWRWKHFRQGLWLRQVRI
SRVVLEOHH[SHULHQFHLW LVWUDQVFHQGHQWDOO\LGHDO6LQFHWKHHWKHULVDFWXDODFFRUGLQJWR
WKHVHFRQGLWLRQVLWLVOLNHZLVHHPSLULFDOO\UHDO´
+DOOVXJJHVWVWKDW.DQW¶VHWKHUGHGXFWLRQERWKIDLOVDQGVXFFHHGV,DJUHH
ZLWK+DOO¶VFODLPZKLFKVWDWHVWKDW
RQHFDQQRWHYDOXDWHWKHHWKHU GHGXFWLRQVLPSO\RQWKHEDVLVRIZKDW.DQWPD\
KDYHLQWHQGHGEXWRQHPXVWDOVRWDNHLQWRDFFRXQWZKDW.DQWGRHVLQIDFWDFKLHYH
,QVRIDUDV.DQWLVDEOHWRHVWDEOLVKWKHH[LVWHQFHRIWKHHWKHUDVWKHPDWHULDO
WUDQVFHQGHQWDOFRQGLWLRQRIH[SHULHQFHDQGGHULYHDQHZDSULRUL FRQFHSWRIWKH
HWKHURU6XEVWDQFH WKHHWKHU GHGXFWLRQVKRXOGEHFRQVLGHUHGDPDMRUSRVW&ULWLFDO
GHYHORSPHQWRI.DQW¶V&ULWLFDO3KLORVRSK\
:KLOHLWLVXQFOHDUZKHWKHUWKHHWKHU GHGXFWLRQDFKLHYHVLWVRULJLQDOLQWHQWLRQRIEULGJLQJ
WKHJDSEHWZHHQWKHPHWDSK\VLFDOIRXQGDWLRQVRIQDWXUDOVFLHQFHDQGSK\VLFV.DQW¶V
HWKHUGRHVFODULI\KLVZULWLQJVRQVXEVWDQFHDQGLQWHUDFWLRQLQWKHDQDORJLHVRIH[SHULHQFH
,DJUHHZLWK+DOOWKDW.DQW¶VHWKHU GHGXFWLRQLVVXFFHVVIXOERWKLQSURYLQJWKHDFWXDOLW\RI
WKHHWKHUDVDPDWHULDOWUDQVFHQGHQWDOFRQGLWLRQIRUH[SHULHQFHDQGLQHQKDQFLQJ.DQW¶V
DUJXPHQWVLQWKHDQDORJLHV
9,, &RQFOXVLRQRI&KDSWHU7KUHH
$V,KDYHVKRZQLQWKLVFKDSWHU.DQW¶VHWKHUGHGXFWLRQH[SDQGVRQKLV
 %HLVHU*HUPDQ,GHDOLVP
 +DOO3RVW&ULWLFDO.DQW
 +DOO3RVW&ULWLFDO.DQW

FRQFHSWLRQVRIVXEVWDQFHVXFFHVVLRQDQGFRPPXQLW\LQWKH&ULWLTXHRI3XUH5HDVRQ%\
XSGDWLQJµVXEVWDQFH¶WRQRZLQFOXGHDV\VWHPRIPRYLQJIRUFHVRIPDWWHU.DQW¶V
FRQFHSWLRQRIHWKHUEHFRPHVWKHDOOHQFRPSDVVLQJPDWHULDOILHOGRIDFWLYLW\ZKLFKDOORZV
IRURXUSHUFHSWLRQRISK\VLFDOWKLQJV.DQW¶VHWKHUFDQQRWEHSURYHQE\WKHDUJXPHQWRI
WKHDQDORJLHVEHFDXVHLWUHTXLUHVDQDSULRULDUJXPHQWWKDWFDQQRWEHIRXQGLQ.DQW¶V
FRQFHSWLRQRIVXEVWDQFH+RZHYHUWKHHWKHULVDQWLFLSDWHGE\WKHDQDORJLHVDQG,EHOLHYH
WKDWDQH[DPLQDWLRQRIWKHHWKHUDVDQHFHVVDU\FRQGLWLRQRISRVVLEOHH[SHULHQFHLV
UHTXLUHGIRUDIXOOXQGHUVWDQGLQJRI.DQW¶VDUJXPHQWVLQWKHDQDORJLHV7KHHWKHUFDQ
IROORZWKHGRFWULQHVRIWKHILUVW&ULWLTXHDVORQJDVZHUHPHPEHUWKDWWKHVXEMHFWRIRXWHU
H[SHULHQFH± ZKDW)ULHGPDQFDOOV³WKHSHUFHLYHURIRXWHUREMHFWVLQVSDFH´ ± LV
HPERGLHGLQVSDFHDQGVXEMHFWWRWKHPRYLQJIRUFHVRIPDWWHUZKLFKEULQJDERXWWKH
SHUFHSWLRQVRIVXEVWDQFHVDQGWKHLULQWHUDFWLRQ
 )ULHGPDQ³(FNDUW)|UVWHU´
&21&/86,21
$V,VKRZHGLQFKDSWHU WKUHHDQH[DPLQDWLRQRI.DQW¶VHWKHUGHGXFWLRQLQ2SXV
3RVWXPXP FDQLQIOXHQFHRXUXQGHUVWDQGLQJRIVXEVWDQFHDQGLQWHUDFWLRQLQWKHDQDORJLHV
RIH[SHULHQFH$OWKRXJKLWKDVEHHQLJQRUHGRUGLVPLVVHGE\PDQ\VFKRODUV,EHOLHYHWKDW
WKH2SXV3RVWXPXPLVD XVHIXODGGLWLRQWR.DQW¶VPHWDSK\VLFDODQGVFLHQWLILFZRUNV
)XUWKHUPRUH,KDYHPDGHLWFOHDUWKDW,GRQRWEHOLHYHWKDWWKHHWKHUGHGXFWLRQLVD
GHSDUWXUHIURP.DQW¶VPHWDSK\VLFDOZULWLQJVLQWKH&ULWLTXHRI3XUH5HDVRQ,KDYH
DUJXHGWKDWDSUHFXUVRURI.DQW¶VHWKHULVIRXQGLQWKHDQDORJLHVZKHUH.DQWLVFOHDUWKDW
HPSW\VSDFHLVQRWDQREMHFWRISRVVLEOHH[SHULHQFH$V.DQWZULWHVLQ2SXV
3RVWXPXP³WKHZKROHRIFRVPLFVSDFHDVDQREMHFWRISRVVLEOHH[SHULHQFHLVQRWHPSW\
LQDQ\RILWVSDUWVEXWLVDIXOOVSDFHIRUHPSW\VSDFHLVQRWDQREMHFWRISRVVLEOH
H[SHULHQFH´23  6LPLODUWR6XEVWDQFHHWKHULVQHFHVVDU\IRUWKHVSDWLRWHPSRUDO
XQLW\RISRVVLEOHH[SHULHQFH
$VVKRZQLQFKDSWHURQHZHPXVWUHPHPEHUWKDWZKHQ.DQWXVHVWKHZRUG
³FKDQJH´KHPHDQVWKDWDGHWHUPLQDWLRQVWDWHRUSDUWLFXODUZD\IRUDVXEVWDQFHWRH[LVWLV
DULVLQJRUSHULVKLQJ0RUHRYHUOLNHWKHFKDQJHVLQWKHVWDWHVRIREMHFWVWKHDULVLQJDQG
SHULVKLQJRIREMHFWVWKHPVHOYHVPXVWDOVREHFRQFHLYHGDVDOWHUDWLRQV ³LHDVFKDQJHVLQ
WKHGHWHUPLQDWLRQVRUVWDWHVRIZKDWLVVRWRVSHDNUHDOO\SHUPDQHQW´ 7R.DQWLW
ZRXOGQRWEHSRVVLEOHWRKDYHDXQLW\RIH[SHULHQFHLIQHZVXEVWDQFHVFRXOGDULVHRU
SHULVKIURPRULQWRQRWKLQJ
 +DOO³'LOHPPD´
 5RVHQEHUJ³,GHQWLW\DQG6XEVWDQFH´

$V,DOVRH[SODLQHGLQFKDSWHURQHµVXEVWDQFH¶WR.DQWFDQEHLQWHUSUHWHGLQWZR
GLIIHUHQWZD\V,WFDQUHIHUWRLQGLYLGXDOVXEVWDQFHVWKDWSHUVLVWUHODWLYHO\RULWFDQUHIHUWR
DQRPQLSUHVHQW6XEVWDQFHWKDWSHUVLVWVDEVROXWHO\8VLQJ%U\DQ+DOO¶VWHUPV,DUJXHGLQ
FKDSWHURQHWKDWUHODWLYHO\HQGXULQJHPSLULFDOREMHFWVZKLFKSHUVLVWWKURXJKWKH
DOWHUDWLRQVRIWKHLUSURSHUWLHVDVVHHQZKHQDOHDIFKDQJHVFRORXUDUHVXEVWDQFHVDQG
6XEVWDQFHUHIHUVWRD³RQHVHPSLWHUQDODQGRPQLSUHVHQW6XEVWDQFHZKRVHTXDQWXPLQ
QDWXUHLVQHLWKHULQFUHDVHGQRUGLPLQLVKHG´
:KDWZHSHUFHLYHDVFKDQJHLVWKHDOWHUDWLRQRIWKHDFFLGHQWVRUH[WULQVLF
SURSHUWLHVLQVWDQWLDWHGLQWKHPDWHULDOVXEVWUDWH 7KHSDUWLFXODUPDWHULDOERGLHV
VXEVWDQFHVFRPLQJLQWREHLQJDQGSDVVLQJRXWRIEHLQJDUHSDUWVRI6XEVWDQFH .DQW¶V
QRWLRQRI6XEVWDQFHRUHWKHUDVDVLQJOHXQFKDQJLQJVHPSLWHUQDOVXEVWUDWXPGRHVQRW
H[FOXGHDUHDOSOXUDOLW\RILQGLYLGXDOVXEVWDQFHV :HLQGLYLGXDWHVXEVWDQFHVDQG
H[SHULHQFHWKHLUDOWHUDWLRQVZKLOHWKHFRQFHSWRI6XEVWDQFHRUHWKHUHQVXUHVWKDWWKHUHLVD
FRPPRQVSDWLRWHPSRUDOIUDPHZRUNLQZKLFKWKHVXEVWDQFHVZHH[SHULHQFHWDNHSODFH
(PSLULFDOREMHFWVVXSHUYHQHXSRQWKHHWKHUEXWWKH\DUHQRWUHGXFLEOHWRWKHHWKHULWVHOI
,KDYHVKRZQWKDWGHWHUPLQLQJWKHSODFHRIDVXEVWDQFHLQWLPHLVWRGHWHUPLQHWKH
VWDWHVRI6XEVWDQFHLQWLPH:KHQGHWHUPLQLQJVXEVWDQFHV¶SODFHVLQVSDFHDQGWLPHZH
GRQRWGHWHUPLQHVLPSO\WKDW6XEVWDQFHH[LVWVDWDFHUWDLQSODFHDQGWLPHEXWWKDW
 +DOO³'LOHPPD´ 
 +DQQD6FLHQFHDQG+XPDQ1DWXUH
 +DQQD6FLHQFHDQG+XPDQ1DWXUH
 +DQQD6FLHQFHDQG+XPDQ1DWXUH
 +DOO³'LOHPPD´

6XEVWDQFHLQFHUWDLQVWDWHV H[LVWVDWDFHUWDLQSODFHDQGWLPH 3DUWLFXODUREMHFWVOLNH
WDEOHVRUOHDYHVFDQEHXQGHUVWRRGDVVWDWHVRIWKHDOOHPEUDFLQJVXEVWDQFHNQRZQLQ
2SXV3RVWXPXPDVµHWKHU¶:KLOHLQGLYLGXDOVXEVWDQFHVDUHSRVLWLRQVRUSDUWVRIWKH
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